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Honorable  Gilford  Tinchot, 

Governor  of  rENNsvLVANiA, 

Harrisburg,  Pennsylvania. 

Dear  Sir: 

I transmit  herewith  the  report  of  the  Giant  Power  Board  created 
by  your  Executive  Order  of  June  24,  1925,  “to  set  the  (Giant 
Power)  problem  in  a clear  light  before  the  people  and  to  co-ordi- 
nate toward  its  partial  solution  all  the  executive  administrative 
authority  given  by  existing  law.” 

To  further  the  first  of  these  objects  it  is  recommended  that  this 
report  be  printed. 

The  vision  of  the  problem  to  be  put  before  fhe  people  and  the  use 
to  be  made,  for  its  partial  solution,  of  executive  and  administrative 
authority  under  existing  law,  have  been  in  a peculiar  sense  tasks 
, of  your  administration,  now  drawing  to  its  end.  It  is  therefore 
further  recommended  tha,t  the  Giant  Power  Board  be  now  dis- 


^'ery  sincerely  yours. 


Philip  P.  Wells 


Chairman,  Giant  Power  Board 


ijecember  7,  192G. 
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REPORT 


of  the 

Giant  Power  Board 

to  '■ » 

The  Governor  of  Pennsylvania 

1926 


Honorable  Gifford  1*inchot, 

Governor  of  Pennsylvania, 

Harrisburg,  Pennsylvania. 

Dear  Sir: 

In  your  message  transmitting  the  report  of  the  Giant  Power 
Survey  Board  to  the  General  Assembly,  Session  of  1925,  yon  said: 

“Next  to  a supply  of  natural  resources  sufficient  to  feed, 
clothe,  and  shelter  onr  people,  this  is  the  greatest  of  the  eco- 
nomic questions  which  face  the  human  race.  I do  not  raise  it. 
It  has  raised  itself.  As  Pennsylvania  and  the  Nation  deal  with 
electric  power  so  shall  we  and  onr  descendants  be  free  men, 
masters  of  onr  own  destinies  and  onr  own  souls,  or  we  shall  be 
the  helpless  servants  of  the  most  widespread,  far-reaching,  and 
penetrating  monopoly  ever  known.  Either  we  must  control 
electric  power,  or  its  masters  and  owners  will  control  us.” 

THE  POWER  PROBLEM 

power  problem  is  but  one  phase  of  the  problem  of  natural 
* resources — hoAV  may  they  be  put  to  use  without  waste  and  en- 
trusted  to  iirivate  enterprise  without  oppression  but  with  oppor- 
^ tunity  for  just  profit?  Twenty  years  ago  you  proposed  an  answer 
' in  a public  policy  to  which  you  gave  the  name — “the  conservation 
' of  natural  resources”.  For  that  policy  yon  secured  the  powerful 
! support  of  President  Roosevelt.  With  his  backing  you  put  it  in 
force  as  to  forests,  as  to  grazing  lands  and,  so  far  as  possible  under 
inadequate  laws,  as  to  water  power,  on  a large  part  of  the  vast  do- 
main owned  bj'  the  Federal  Government  in  the  West.  You  pro- 
I posed  new  laws  for  the  disposal  of  the  mineral  fuels  and  fertilizers  in 
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the  national  public  domain  and  of  the  water  power  on  the  national  1 
public  domain  and  in  navigable  rivers.  You  kept  these  proposals 
before  Congress  and  the  countr}-  until  their  enactment  in  the  Potash 
Leasing  Act,  the  Genei-al  Mineral  Leaisiug  Act  of  1920,  and  the  Fed- 
eral Water  Power  Act  of  I92(b  It  was  the  privilege  of  the  under- 
signed to  be  associated  with  you  in  this  work.  The  Pennsylvania  ; 
Giant  Power  program  is  but  its  latest  phase. 

THE  FEDEiLCL  WATER  POWER  ACT 

The  Federal  Water  Power  Act  governs  the  disposal  of  three- 
fourths  of  the  water  power  resources  of  the  United  States.  By  im- 
poising  conditions  on  the  Federal  license  to  develop  water  power  on 
lands  of  the  United  States  and  in  navigable  rivers  it  set  up  a new 
economic  policy.  The  heart  of  that  policy  is  that  licenses  shall  be 
limited  to  a maximum  term  of  hfly  years,  at  the  end  of  which  the 
property  may  be  taken  over  bj-  the  Government  or  be  handed  over 
to  a.  new  licensee  upon  the  payment  of  the  “net  investment”  in  the 
project,  defined  as  “the  actual  legitimate  cost  thereof  . . . Pro- 
vided, That  siich  net  investment  shall  not  include  or  be  affected  by 
the  value  of  any  lands,  rights  of  Avay,  or  other  property  of  the 
United  States  licensed  by  the  commission  under  this  Act,  by  the  li- 
cense, or  by  good  will,  going  value,  or  prospective  revenues : Pro- 

vided further.  That  the  values  allowed  for  water  rights,  rights  of 
wa3",  lands,  or  interest  in  lands  shall  not  be  in  excess  of  the  actual 
reasonable  cost  thereof  at  the  time  of  acquisition  by  the  licensee:” 

This  provision  of  the  license  contract  is  a charter  of  liberties  for 
the  people  of  all  the  states  because  it  rescues  three-quarters  of  their 
water  power  resources  from  the  application  of  the  unjuist  legal  rule 
that  a public  service  corporation  is  entitled  to  a return  upon  Uie^, ' 
increase  in  the  value  of  water  rights  and  other  natural  resources 
entrusted  to  it  as  the  agent  of  the  peop.'e  for  their  service — an  in 
crease  not  due  to  any  investment,  sacrifice  or  service  by  the  corpor 
ation,  but  solely  due  either  to  the  enlarged  necessities  of  the  people 
by  reason  of  increased  numbers  and  a higher  standard  of  living  or 
to  a decreased  supply"  of  power  resources.  But  for  this  beneficieni 
provision  of  the  Federal  'Water  Power  Act  and  its  counterpart  in 
state  statutes  the  value  of  a water  power  would  be  measured  by  the 
value  of  the  competing  fuel  source  of  power — coal,  which  must  in-1 
crease  as  the  coal  deposits  are  progressively  exhausted.  This  was  ^ 
illustrated  by  the  attempt  to  guarantee  for  the  Conowingo  project 
future  increases  in  the  price  of  the  electric  current  output  in  pro- 
portion to  future  iucreases  in  the  price  of  coal,  an  attempt  which 
failed,  as  stated  later  in  this  report. 

The  peculiar  circumstances  of  that  project  enabled  you  to  appeal 
to  the  Federal  Power  Commission  for  the  protection  of  citizens  of 


1 


Pennsylvania  denied  to  them  by  tlieir  own  laws.  But  in  the  great 
majority  of  water  power  projects  the  Federal  Water  Power  Act 
passes  on  to  the  states  the  duty  of  regulating  the  licensee  by  provi- 
sions requiring  him,  under  penalty  of  forfeiture  of  the  license,  to 
abide  by  regulation  of  rates,  servii  e and  security  issues  by  the  Pub- 
lic Service  Commission  of  the  State,  and  making  the  “net  invest- 
ment” the  basis  upon  which  must  be  calculated  the  “fair  return”  to 
which  the  public  utility  is  entitled.  Only  in  the  event  that  any 
state  fails  to  empower  its  public  service  commission  to  regulate 
rates,  service  or  security  issues,  is  the  Federal  Power  Commission 
empowered  to  do  so  and  only  to  the  extent  of  such  failure. 

THE  GIANT  POWEB  BOARD 

By  the  Limited  Power  Permit  Act  of  June  14,  1923,  P.  L.  704  you 
secured  the  extension  of  the  “net  investment”  principle  to  all  the 
meager  water  power  resources  of  Pennsylvania  thereafter  developed 
for  use  in  public  electric  service.  By  the  Giant  Power  Bills  you 
sought  to  secure  its  extension  over  steam-generated  public  utility 
power,  to  effect  other  needed  reforms  in  the  regulation  of  rates, 
service  and  security  issues,  to  encourage  cheap  mass-production  at 
the  source  (the  coallields)  and  cheap  mass  transportation  by  long- 
distance high-tension  transmission  to  the  load  centers  (practices 
common  in  the  utilization  of  the  great  water  powers  of  the  Pacific 
Slope  and  Rocky  Mountains)  and  to  require  the  establishment  of  a 
state-wide  power  pool  in  such  fashion  as  to  secure  for  the  consum- 
ers the  great  cheapening  of  current  attainable  by  i)ooling. 

After  the  first  defeat  of  the  Giant  Power  Bills  you  created  this 
Board  by  your  letter  of  June  24,  1925  (A])pendix  I)  “to  set  the 
problem  in  a clear  light  before  the  people  and  to  co-ordinate  toward 
its  partial  solution  all  the  executive  and  administrative  authority 
given  by  existing  law”. 

All  members  of  the  Board  except  Mr.  Cooke  have  been  throughout 
their  tenure  officers  of  the  Commonwealth.  Mr.  Cooke,  who  was  the 
Director  of  the  Giant  Power  Survey  under  the  former  Board  gener- 
ously contributed  much  time  aud  thought,  also  the  extensive  use  of 
his  office  in  Philadelphia  to  tlie  work  of  the  Board,  for  all  of  which 
the  Commonwealth  is  under  an  obligation  of  gratitude  to  him. 

FINANCES  AND  EMPLOYED  PERSONNEL 

By  an  arrangement  between  the  Budget  Officer  and  the  Public 
Service  Commission  under  the  Administrative  Code  there  were 
transferred  from  the  salary  roll  of  the  Public  Service  Commission 
to  that  of  the  Department  of  Property  and  Supplies,  as  of  July  16, 
1925,  employees  rendering  custodial  service  to  the  Commission  at 
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$480  pei*  month.  Tliis  was  clone  to  enable  the  Commission  to  em- 
ploy expert  assistance  foi>  stnclies  within  its  powers  and  desired  by 
the  Giant  Power  Board.  For  snch  studies  there  have  been  employed 
by  the  Commission: — • 

i\Ir.  Otto  M.  Ran  from  June  28,  1925  to  date  @ $300  per  month. 

Henry  N.  Wool  man  Jr.  from  July  7,  1925  to  July  31,  1926,  @ $125 
per  month. 

Ernest  Bradford  for  the  lamp  sum  of  $250. 

Kalpli  E.  Haines  from  November  !),  192(i  to  date,  @ $1  per  hour. 

The  following  table  shows  an  accrued  unexpended  balance  from 
this  source  as  of  Novend)er  30,  1926  of  $1054  and  an  estimated 
accuivd  unexpended  balance  as  of  January  15,  1927  of  $1324,  (from 
whicii  should  be  deducted  the  amount  earned  by  3Ir.  Haines). 


Money  Availahle  to  the  Puhlic  Service  Commission  for  Work  of  The  Giant 
Power  Board  Due  to  Arrangement  to  Furnish  Janitor  Service, 
to  the  Puhlic  Service  Commission. 


Availahle 

for 

TJse 

Amount 

Used 

Balance 

for 

Month 

Total 

Amount 

Accrued 

1925 
Nov.  30 
Dec.  31 

Unexpended  Balance 
llau  

•i;300 

125 

$480 

$425 

$55 

$144 

199 

1926 
Jtin.  31 

Ilau  

300 

125 

480 

425 

55 

254 

Bradford’s  Report 

250 

4 

Fel).  28 

Rail  

300 

125 

480 

425 

55 

59 

Mar.  31 

Ran  

300 

125 

480 

425 

55 

114 

Apr.  30 

Ran 

300 

125 

480 

425 

55 

169 

May  31 

Rail  

300 

125 

480 

425 

55 

224 

June  30 

Rail 

300 

125 

480 

425 

55 

279 

July  31 

Rau 

300 

125 

480 

425 

55 

334 

Aug.  31 

Ran  

30Q 

480 

300 

180 

514 

Sept.  30 

Rau  

300 

480 

300 

180 

694 

Oct.  31 

Rau  

300 

' 480 

300 

180 

874 

Nov.  30 

Rau  

300 

480 

300 

180 

1,054 

Dec.  31 

Ran  

300 

480 

300 

180 

1,234 

Jan.  15 

Rau  

300 

480 

300 

180 

1,324 
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MEETINGS  AND  CONFERENCES 

At  the  outset  the  Board  agreed  that  for  tlie  doing  of  the  task  set 
hjr  you  it  should  i)roceed  by  disrussiou  with  a view  to  the  meeting  of 
miuds  but  without  formal  requests  for  specdtic  action  by  existing 
state  agencies. 

Experience  proved  that  such  discussioii  could  best  be  carried  on 
by  informal  conferences  among  members  of  the  Board  as  the  need 
arose  rather  than  in  formal  meetings  and  that  method  has,  in  gen- 
eral, been  followed. 

LEGISLATION  PROPOSED  IN  1925 

To  carry  out  the  recommendations  of  the  Giant  Power  Sui’vey 
Board  nineteen  bills  were  prepared  in  the  Department  of  Justice, 
introduced  in  the  House  at  the  regular  Session  of  1925  and  referred 
to  the  Committee  on  Manufactures  (House  Bill  Nos.  1010-1057  and 
1360-1363). 

If  analyzed  from  the  point  of  view  of  benefits  conferred  and  biir- 
dens  imposed  on  the  companies  these  bills  proposed  to  change  exist- 
ing law  in  28  particulars.  Of  these  changes  7 enlarged  the  privi- 
leges of  the  companies,  8 imposed  no  biu’dens  on  them,  2 were  es- 
sential to  preserve  state  control  over  interstate  transmission,  5 im- 
posed very  light  burdens  on  the  companies,  2 enabled  farmers  to 
organize  effectively  for  buying  current  at  wholesale  and  distribut- 
ing it  to  themselves  at  their  own  expense;  and  only  4 provided  for 
more  stringent  regulation. 

Nevertheless  legislative  counsel  for  the  Pennsylvania  Electric  As- 
sociation stated  openly  to  the  Committee  that  the  companies  were 
opposed  to  every  one  of  the  bills  and  every  item  in  them.  In  view 
of  the  strength  of  this  opposition  the  efforts  of  the  Administration 
wei’e  concentrated  upon  the  bill  to  continue  the  Giant  Power  Sur- 
vey Board  (No.  1043)  and  the  two  farmers’  bills  (Nos.  1361  and 
1,363).  At  the  Committee  hearing  the  companies  centered  their  at- 
tack on  the  engineering  aspects  of  the  bills  for  incorporating  Giant 
Power  companies  (No.  105(!l  and  for  controlling  them  by  ])ermits 
from  the  Giant  Power  Board  (No.  4054).  Evidence  was  introduced 
to  show  that  the  ]iroposed  Giant  Power  ])lants  in  the  coalfields  to  "1 
deliver  current  over  220,000  volt  transmission  lines  to  the  load  cen- 
'lei’s  in  the  eastern  part  of  the  State  either  could  not  be  operated  at 
('xll,  or  if  operated,  could  not  compete  with  plants  at  the  seaboard. 

Ohat  this  argument  was  a blind  to  divert  the  attention  of  the  com-  ^ 
mittee  and  of  the  public  from  the  real  objections  of  the  comj^anies 
IS  clear  because  there  was  nothing  in  the  bills  calling  for  the  ex- 
penditure of  a single  dollar  of  either  public  or  ])rivate  money  in 
|jniue-mouth  plants  or  226,000  volt  lines.  The  bills  simply  author- 
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ized  the  organization  of  corporations  for  that  purpose  and  gave 
them  powers  suitable  to  accomplish  it,  if  feasible.  If  not  clearly 
feasible  so  as  to  promise  iJrofit  to  private  investors  no  money  Avonld 
be  invested  in  giant  power  plants.  Therefore  the  existing  electric 
companies  Avonld  have  had  no  interest  in  the  question  and  would 
liave  saved  themselves  the  expense  and  trouble  of  opposing  the  leg- 
islation. 

SEASONS  FOE  OPPOSITION  BY  THE  COMPANIES 

The  true  reasons  for  their  opposition  were  three.  First,  they 
dreaded,  as  a precedent,  the  proposed  flfty-j^ear  time  limit  for  per- 
mits to  Giant  Power  companies  and  the  restriction  of  their  earnings 
to  a fair  return  on  the  money  actually  invested  in  them  as  shown 
by  properly  supervised  accounts.  Second,  the  existing  companies 
wished  to  defeat  the  bill  for  compulsor}^  pooling  -(No.  1057)  for  the 
same  reasons  that  moved  the  railroads  to  oppose  legislation  requir- 
ing interconnection  and  the  interchange  of  traffic  half  a century  , 
ago.  Third,  they  wished  to  defeat  the  grant  of  enlarged  regulatory  j 
powers  to  the  Public  Service  Commission  and  the  setting  np  of  new 
and  just  standards  of  regulation  (Bill  No.  1047).  The  heart  of  that 
bill  was  in  the  three  principles:  (a)  that  the  “fair  return”  to  which 
the  investor  is  entitled  should  be  calculated  upon  the  amount  of 
money  prudently  invested  in  the  property  as  shown  by  properly 
supervised  accounting.  (This  principle  governs  all  electric  power 
generated  by  water  power  under  the  Federal  Water  Power  Act, 
whether  used  in  Pennsylvania  or  elsewhere;  also — ^since  the  passage 
of  the  Act  of  June  11,  1923,  P.  L.  700 — all  other  public  utility  ! 
power  generated  in  Pennsylvania  from  water  power)  ; (b)  that  the  j 
total  par  value  of  stocks  and  bonds  should  be  equal  to  this  rate-  ! 
base.  (This  has  been  the  law  of  Massachusetts  for  a generation)  ; ' 
and  (c)  that  the  “fair  return”  should  be  varied  from  time  to  time 
so  as  to  be  enough  to  keep  the  common  stock  of  a well  managed  com- 
pany slightly  above  par  in  the  stock  market,  hut  no  more  than  j 
enough  for  that  purpose.  (This  principle  was  appealed  to  by  the  ' 
American  Telephone  and  Telegraph  Company  in  the  period  of  high 
interest  rates  after  the  War  to  justify  an  increase  of  dividend  from  ; 
eight  to  nine  per  cent  which  carried  tlie  market  price  of  the  stock 
from  slightly  below  to  slightly  above  par  and  was  followed  by  th(>  ^ 
issue  of  new  stock  to  finance  extensions.  If  this  principle  had  been  | 
in  effect  during  the  period  of  high  interest  and  high  prices  follow  . ^ 
ing  the  war  it  would  have  saved  many  utilities  from  bankriq)tc;^  ^ 
and  all  from  injustice  and  hardshi])).  The  effective  adoption  m "i 
tliese  three  principles  would  abolish  at  a blow  the  practice  of  has-  ^ 
ing  the  “fair  return”  upon  the  value  of  the  property  at  the  time  oj  | 
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regulation  as  shown  inventory  and  expert  estimate.  This  prac- 
tice is  a violation  of  economic  and  a perversion  of  legal  principles. 
It  subjects  every  consumer  to  an  ever  increasing  price  burden  by 
reason  of  increased  demand  through  the  growth  of  the  population 
and  through  its  intelligence,  energy  and  labor  in  raising  the  stand- 
ard of  living;  also  by  reason  of  decreased  supply  of  the  natural  re- 
sources through  exhaustion.  It  makes  the  consumer  and  the  utility 
gamblers  on  the  fluctuating  general  price  level.  It  gives  the  utility 
in  every  disputed  case  an  unfair  and  great  advantage  ov'er  the  pub- 
lic in  the  service  of  specially  trained  lawyers,  engineers  and  ac- 
countants. It  is  enormously  expensive  and  the  consumer  pays  the 
expense  of  both  sides,  win  or  lose,  because  the  expense  of  the  utility 
is  an  operating  expense  which  must  be  paid  out  of  the  rates.  It 
ignores  the  principle  of  competition  operating  through  the  law  of 
supply  and  demand  at  the  only  point  where  it  can  be  applied  to 
public  utility  monopolies,  namely,  at  the  point  where  the  monopoly 
must  compete  in  the  security  market  for  new  capital.  It  is  neces- 
sarily time  consuming  beyond  measure,  and  for  this  reason  it  can- 
not be  worked  in  practice  for  the  state  wide  and  constant  regula- 
tion of  rates.  Even  if  the  personnel  and  expenses  of  the  Commis- 
sion were  multiplied  by  twenty  it  could  never  keep  up  with  the 
task.  As  it  is,  nearly  all  utility  rates  are  unregulated  nearly  all 
the  time. 

A fourth  reason  for  opposition  by  the  companies  ought  to  be 
added : They  did  not  wish  the  abolition  of  the  “twilight  zone”  of 
interstate  transmission  where  they  are  not  regulated  by  Federal 
authority  and  cannot  be  regulated  by  state  authority. 

1 THE  1926  BILLS 

The  Board  selected  the  seven  most  important  bills  for  introduc- 
tion in  the  extraordinary  session  of  1925,  with  some  changes.  They 
dealt  with  the  Giant  Power  Board  and  giant  power  companies  (3 
■bills);  the  statewide  pooling  of  electric  service  (1  bill);  the  regu- 
ilation  of  electric  service  (1  bill)  ; electric  service  to  farmers  (2 
bills).  They  were  introduced  in  the  Senate  (Senate  Bills  Nos.  BI- 
ST) and  referred  to  the  Committee  on  Corporations. 

No.  31  would  create  a Giant  Power  Board  with  the  same  investi- 
gative powers  that  were  given  to  Bie  Giant  Power  Survey  Board  in 
1923.  The  other  bills  would  give  the  Board  wide  regulative  and 
supervisoi’y  powers  as  to  tlie  development  and  use  of  the  power  re- 
sources of  the  Commonwealth. 

i j No.  32  would  amend  the  Corporation  Act  to  permit  the  creation 
y Giant  Power  Companies,  public  service  generating  companies 
||nd  public  service  transmission  companies,  give  to  the  Giant  Power 
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companies  and  the  transmission  companies  the  right  to  condemn 
for  their  use  such  land  as  the  Giant  Power  Board  finds  necessary 
and  prohibit  any  taking  of  land  by  any  electric  company  without 
such  a finding  of  necessity.  The  provision  of  the  1925  bills  giving 
Giant  Power  companies  the  right  to  condemn  leaseholds  in  coal  land 
was  omitted. 

No.  37  would  give  the  Board  authority  to  issue  to  Giant  Power 
companies  50-year  permits  without  which  they  cannot  do  business, 
They  would  operate  steam  stations  of  very  large  capacity  (300,000 
kilowatts  minimum)  in  or  near  the  coal  fields,  recover  the  by-prod- 
ucts of  coal  before  burning  it,  sell  by-products,  operate  transmis- 
sion lines  of  very  large  capacity  (110,000  volts  minimum)  crossing 
the  State  from  west  to  east  and  connecting  with  existing  company 
lines.  They  would  sell  current  only  to  electric  companies  of  the 
usual  type,  but  these  would  be  obligated  by  other  bills  to  sell  this 
current  to  consumers  at  reasonable  prices.  The  organization  of 
Giant  Power  companies  and  the  taking  of  Giant  Power  permits  by 
them  would  be  left  wholly  to  private  initiative.  There  is  nothing 
whatever  compulsory  about  this  part  of  the  legislation.  It  merely 
seeks  to  make  attractive  to  business  enterprise  this  kind  of  large- 
scale  power  development,  and  to  assure  benefits  to  consumers  if 
private  initiative  does  develop  this  type  of  business. 

The  Giant  Power  plan  inclndes  the  integration  of  electric  service 
throughout  the  State,  that  is,  the  creation  of  one  state-wide  power 
pool  into  which  all  producers  will  pour  their  output  and  from  which 
all  consumers  will  take  current.  The  first  step  to  such  pooling  is 
the  interconnection  of  all  major  electric  systems  by  means  of  their 
connections  with  the  state-crossing  Giant  Power  lines.  The  1925 
pooling  bill  would  have  completed  the  state  wide  pool  by  making 
each  major  transmission  system  a common  carrier  of  current  from 
generating  plants  (sellers)  to  local  distribution  systems  (bu3^ers). 
Therefore  it  would  have  required  the  transmission  business, 
formally  segregated  from  the  business  of  generation  and  distribu- 
tion, to  be  entrusted  to  separate  cor])orations  wliich  were  for- 
bidden to  buy,  sell,  or  distribute  current.  Because  of  criticism  of 
this  segregation  requirement  the  fourth  1926  bill  (No.  30)  would 
bring  about  pooling  by  imposing  on  the  operators  of  transmission 
lines  the  dutj^  of  purchasing  without  discrirainaton  from  all  pro- 
ducers and  the  duty  of  delivei'y  without  discrimination  to  all  distri- 
buting s.Tstems,  whether  o])erated  b_v  themselves  or  b.v  others.  To  make 
this  possible  the  Board  woxild  divide  the  Avhole  state  into  transmis- 
sion districts  in  accordance  with  exi.sting  major  transmission  sys- 
tems so  that  every  acre  in  the  State  will  he  in  some  one  district. 
Each  system  must  assume  this  duty  of  common  purchaser  and  com- 
mon seller  for  its  district,  so  that  the  entire  State  would  thus  bi 
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able  to  get  current  from  the  major  transmission  systems  which  in 
Inrn  could  get  it  from  the  Giant  Power  comi)anies. 

The  fifth  (regulating)  bill  of  193(1  (No.  31)  was  substantially  the 
same  as  the  1925  bill  above  discussed. 

The  sixth  and  seventh  bills  were  unchanged  from  the  1925  bills. 
They  would  give  to  farmers  the  privilege  of  building  their  own  dis- 
tribution systems,  of  connecting  these  lines,  at  their  own  expense, 
with  any  comi)any’s  transmission  line,,  and  of  purchasing  current  at 
wholesale  at  the  average  cost  of  generation  and  distribution  over 
the  selling  company’s  whole  system,  unless  this  connection  and  serv- 
ice should  reduce  the  average  daily  busy  time  (“capacity  factor”) 
of  the  selling  sj’stem,  in  which  case  the  wholesale  ] trice  Avould  be 
equitably  increased.  Under  the  sixth  bill  (No.  33)  farm  service 
would  be  through  incorporated  electric  districts,  under  the  seventh 
(No.  35)  through  mutual  electric  companies.  The  districts  would 
be  public  ownership  units  specially  created  by  referendum  vote  of 
the  landowners  (a  GO  per  cent  majority).  The  mutual  companies 
would  be  privately  owned,  and  operated  i»rimarily  for  the  service  of 
(heir  stockholders.  The  districts  and  the  mutual  companies  would 
bear  the  whole  cost  of  distribution.  Neither  could  be  organized  in 
territory  which  was  otherwise  adequately  served. 

Tlie  hearings  on  the  bills  before  the  joint  legislative  committees 
(Senate  Corj)orations  and  ITouse  Manufactures)  held  in  the  Senate 
Chamber  January  20  and  February  2,  1920,  were  printed  in  a pam- 
phlet of  one  hundred  and  three  pages.  The  advocates  of  the  bills  put 
in  evidence  proving  conclusively  the  enormous  profits  of  large  hold- 
ing companies  controlling  power  companies  operating  in  Pennsyl- 
vania. During  the  hearings  Professor  Lincoln,  head  of  the  Elec- 
trical Engineering  Department  of  Cornell  University  testifying  for 
the  companies,  stated  on  cross  examination  that  he  had  never  made 
a study  and  recommended  as  feasible  a giant  power  plant  in  the  coal 
fields  of  Pennsylvania,  transmitting  the  energy  thus  developed  to  a 
load  center  in  the  Eastern  part  of  the  state  over  a transmission 
line  of  220,000  volts  pressure.  He  was  confronted  with  a report 
made  by  him  in  1919  in  which  he  had  made  sitch  a recommendation 
after  investigation.  He  explained  liis  denial  by  saying  that  he  had 
forgotten  his  study  and  report. 

The  vigorous  opposition  of  the  companies  again  killed  alL  the 
bills  in  committee. 

For  a better  understanding  of  the  Giant  Power  legislation  there 
are  appended  to  this  report  the  Report  of  the  Giant  Power  Survey 
P>oard  to  the  General  Assembly,  Session  of  1925,  recommending  the 
legislation  in  its  original  fonn:  also  a.  paper  by  the  undersigmed 
published  in  the  National  Municipal  Review  of  October,  1926,  and 
I which  is  here  submitted  as  a brief,  clear  and  comprehensive  state- 
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ment  of  the  Griant  Power  proposals  as  revised  in  details  to  date; 
also  the  text  of  the  Giant  Power  Bills  (Ai^pendices  H,  III,  IV). 

RURAL  ELECTRIC  SERVICE 

“An  abundant  and  cheap  supply  of  electric  current for  the 

farms of  this  Commonwealth”  was  one  of  the  objects 

expressed  in  the  Act  of  May  24,  1923,  P.  L.  449,  providing  for  the 
Giant  Power  Survey.  Though  nearly  all  the  area  of  the  State  is 
within  the  charter  limits  of  the  companies,  which  have  thereby  as- 
sumed the  burden  of  supplying  this  “chartered  territor}-”  with  power, 
the  survey  found  less  than  six  per  cent,  of  the  farms  in  the  State 
receiving  utility  power. 

For  this,  two  ]3ractices  of  the  companies  were  responsible — that  of 
requiring  the  farmer  to  pay,  in  whole  or  in  part,  the  cost  of  con- 
stucting  the  extension  built  to  serve  him,  and  that  of  fixing  rural 
rates  so  high  as  to  discourage  large  use  by  farmers.  The  contribu- 
tions exacted  for  the  construction  of  rural  extensions  were  inex- 
plicable upon  any  common  principle.  The  rural  rates  seem  gener- 
ally to  have  followed  the  principle  laid  down  by  the  sixth  para- 
graph of  the  Rural  Lines  Code  of  the  National  Electric  Light  Asso- 
ciation (Electrical  World  Nov.  17,  1923),  namely:  “Raes  for  rm^al 
service  shall  be  regular  city  rates  plus  a rural  charge.”  This  ignores 
the  fact  that  the  farmer  should  be  looked  at  as  a power  consumer 
rather  than  a light  consumer,  needing  current  for  his  home  and  farm 
far  beyond  the  requirements  of  the  city  man  having  an  equal  stand- 
ard of  living.  The  Giant  Power  Bills  would  liave  met  the  farmer’s 
peculiar  needs  by  the  following  measures:  Provisions  in  the  regula- 
tion bill  (No.  1047,  Session  of  1925)  empowering  the  Public  Serv- 
ice Commission  to  set  a uniform  standard  of  rates  or  of  the  methods 
of  compaiting  them;  cancellation  of  power  company  cliarters  as  to 
territory  not  now  served  and  not  likely  to  be  served  in  the  near 
future,  this  to  be  done  by  administrative  action  after  due  notice 
and  hearing;  authorizing  the  setting  up  by  the  farmers  in  unserved 
territory  of  local  distribution  .systems  to  buy  current  at  wholesale 
and  distribute  it  to  themselves  at  cost,  either  through  new  local  public 
ov/nership  organizations  called  rural  electric  districts  or  through 
new  distributing  corqiorations  organized  on  the  co-operative  prin- 
ciple (one  man — one  vote;  profits  to  be  divided  in  proportion  to  the 
current  consumed). 

Upon  the  defeat  of  these  measures  in  the  Session  of  1925,  the 
Giant  Power  Board  took  up  the  task  of  relieving  the  farmers  under 
existing  law.  Long  draAvn  out  hearings  were  held  by  the  Public 
Service  Commission  upon  a tentative  order  requiring  the  companies 
to  build  such  lines,  and  establishing  a uniform  standard  of  the  rates 
to  be  charged  to  farmers  throughout  the  state,  subject  to  exceptions 
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upon  proof  to  the  Commission  that  eo  upiiance  v.uth  the  order  would 
work  hardships  upon  any  particidar  couspany.  in  spite  cf  the  vigor- 
ous opposition  of  the  companies,  the  Commission  on  January  12, 
1926,  issued  the  order  known  as  General  Order  No.  27.  It  standard- 
ized the  duty  of  the  companies  to  make  and  build  extensions.  Under 
it  every  company  must  build  extensions  upon  the  demand  of  farmers 
who  pledge  themselves  to  take  service  over  the  new  lines.  Every 
separate  mile  of  line  for  which  there  are  three  or  more  consumers 
so  pledged  in  advance  is  to  be  built  at  the  company’s  expense  with- 
out contribution  from  the  farmers.  For  every  separate  mile  for 
which  there  are  less  than  three  consumers  pledged  in  advance,  the  " 
conipany  must  pay  toward  the  cost  of  construction  |300  for  each 
such  pledged  consumer. 

The  order  did  not  fix  any  standard  rate,  because  the  regulation 
bill  above  mentioned  gi\'ing  it  authority  to  do  so  had  been  defeated 
by  the  companies.  They  attempted  to  have  the  order  set  aside 
by  an  appeal  to  the  Superior  Court,  which  was  thrown  out.  Many 
of  them  now  proceeded  to  nullify  the  order  by  filing  schedules  of 
rates  so  high  that  farmers  would  not  pledge  themselves  to  take  seiw- 
ice.  Upon  the  advice  of  the  Board  you  urged  the  Public  Service 
Commission  to  attack  tliese  rate  schedules  by  a proceeding  under- 
taken on  the  Complaint  of  the  Commission  itself,  biit  up  to  this  time, 
the  Commission  has  done  nothing  along  that  line.  Nevertheless 
General  Order  No.  27  is  a very  important  advance  ste]>  in  rural 
electrification.  Farmers  who  can  by  any  means  afford  to  take  the 
service  should  pledge  themselves  to  do  so  and  secure  the  construction 
of  the  lines.  Such  a p’edge  would  bind  them  for  only  one  year,  and 
once  they  are  taking  service  they  will  be  in  a much  better  position  to 
demand  properly  low  rates  than  they  are  when  they  are  not  taking- 
service.  It  is  interesting  to  note  that  many  of  the  companies  which 
have  neglected  their  duty  to  serve  farmers  in  their  chartered  terri- 
tory have  sought  to  obtain  new  charters  in  new  territory,  much  of 
which  they  have  no  present  intention  of  serving.  Such  applications 
in  large  numbers  are  now  pending  before  you.  The  advice  of  the 
Board  thereon  aAvaits  information  from  the  Public  Service  Com- 
mission, requested  October  16,  1026,  as  to  the  level  of  the  rates 
charged  in  schedules  filed  under  General  Order  No.  27  by  those  exist- 
ing companies  which  are  respectively  interested  in  the  several  appli- 
cations. Examples  of  such  rates  per  hundred,  kilowatt  hours  ai’e 
sho-\vn  by  a table  prepared  in  the  Bureau  of  Engineering  of  the  Pub- 
lic Service  Commission  as  a part  of  a report  on  operations  under 
General  Order  No.  27. 

Copies  of  the  Order  and  of  said  table  are  appended  to  this  report 
(Appendices  V and  VI). 
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. G0:70V.7XG0  projp:ct  regulation 

Notwitlistundmg  tlie  fact  that  the  power  companies  succeeded 
iu  defeating  the  Giant  Power  Bills  and  so  prevented  the  granting 
of  authority  to  the  Public  Service  Commission  to  regulate  security 
issues  and  the  limitation  of  the  par  value  of  all  securities  to  the 
amount  of  money  prudently  invested,  you  succeeded  iu  having  this 
principle  applied  to  the  great  water  power  develo])ment  on  the 
Susquehanna  River  for  the  supply  of  electricity  to  Philadelphia.  In 
tlie  Federal  Water  Power  Act  it  is  provided  that  where  electric 
power  coming  from  a water  power  project  built  under  Federal  license 
eiiters  into  interstate  commerce  the  Commissions  of  the  two  states 
concerned  are  autliorized  to  regulate  rates,  service  and  security 
issues  to  the  extent  that  they  are  empowei’ed  by  state  laws  and  are 
in  agreement.  So  far  as  they  are  not  empowered  or  do  not  agTee, 
the  Federal  Power  Commission  is  required  to  regulate  tliese  matters. 
The  dam  and  power  house  of  the  Oonowingo  project  are  to  he 
in  Maryland.  Land  in  Maryland  and  Pennsylvania  is  to  be  flooded 
by  the  dam.  The  power  is  to  he  transmitted  across  the  Pennsylvania- 
Maryland  state  line  for  the  supply  of  Philadelphia.  Tlie  hankers 
financing  the  project  proposed  to  issue  enough  bonds  and  preferred 
stocks  to  pay  the  entire  estimated  cost  and  in  addition  94,200 
shares  of  “no  par”  common  stock  of  Classes  A and  B.  All  the 
voting  power  of  the  corporation  was  to  be  concentrated  in  Class 
B common  stock,  Avhich  would  not  have  contributed  a dollar  to  the 
enterprise.  You  thei-efore  requested  the  Federal  Power  Commission 
to  limit  the  par  of  bonds  and  stock  to  the  estimated  cost  of  the 
project,  to  disalloAv  the  issue  of  any  “no  par”  stock  and  to  disallow 
non-voting  stock.  The  Federal  Power  Commission  took  the  action 
that  you  requested  as  to  prohibiting  “no  ]>ar”  stock  and  limiting 
the  par  of  bonds  and  stocks  to  the  actual  investment. 

The  Federal  Water  Power  Act  of  itself  establishes  the  “prudent 
investment”  rate  base  for  this  project,  and  the  proposals  of  the 
company  that  the  price  paid  by  the  consumers  for  the  electricity 
generated  by  this  great  water  power  should  increase  Avith  future 
increase  in  the  price  of  coal  Avas  therefore  rejected.  Your  fourteen 
years  fight  for  the  enactment  of  this  statute  has  saved  the  people 
of  Philadelphia  from  this  extortion,  and  the  fixing  of  the  security 
par  as  equal  to  the  net  investment  by  the  action  of  the  Federal 
PoAver  Commission  on  your  initiative  (the  first  action  of  the  kind 
taken  by  that  Commission)  has  saved  them  from  the  deception  as 
to  actual  iuA'estment  Avhich  is  the  purpose  and  effect  of  security 
inflation. 

Copies  of  your  correspondence  Avith  the  Federal  PoAver  Commis- 
sion on  this  subject  are  appended  to  this  report  (Appendix  VII). 
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The  saving  in  rates  secured  for  the  people  of  riiiladelphia  by 
3’our  leadership  in  this  matter  is  conservative]}’  estimated  at  one 
million  dollars  per  year. 


STUDIES  OF  THE  INTER  CORPORATE  RELATIONS  AND 


FINANCING  OF  POWER  COMPANIES 


From  Moody’s  Manual  of  Public  Utilities,  the  Wall  Street  Journal, 
the  Commercial  and  Financial  Chronicle,  the  Electrical  World  and 
occasional  items  appearing  in  other  journals  the  Board  undertook 
the  compilation  of  a card  index  of  authoritative  current  information 
about  the  financing  and  inter  corporate  relations  of  power  com- 
panies and  other  related  topics.  This  was  continued  until  the  resig- 
nation of  Mr.  'Woolman,  effecti’s  e August  1st,  1920.  A memorandum 
thus  complied  Avas  submitted  January  26th,  1926,  to  the  joint  legis- 
lative committee  considering  the  Giant  PoAver  Bills  of  1926.  It  is 
referred  to  at  i>age  7 of  the  printed  hearings  entitled:  ‘‘Giant  PoAver: 
Proceedings  before  the  Committee  on  Corporations  of  the  Senate 
and  the  Maiuifactnres  Committee  cf  the  House  of  Representatives, 
being  a Joint  Hearing  on  Senate  Giant  PoAver  Bills,  Numbers  J2, 
33,  34,  35,  36  and  37,  Extraordinary  Session  of  1926.”  It  shoAVs 
the  increase  in  A’alue  from  1920  to  1923,  of  common  stocks  of 
ten  holding  companies  having  subsidiaries  oj)erating  electric  utilities 
in  Pennsylvania.  From  the  high  stock  market  prices  of  1920,  to  the 
high  prices  of  192.5,  the  stock  of  these  holding  companies,  outstanding 
in  1920,  had  an  average  increase  in  value  of  one  hundred  and  ninety 
six  per  cent  (195.96% ).  The  value  of  the  stock  of  one  of  them  (The 
American  Water  Woiks  and  Electi-ic  Cmpanyl,  outstandng  in  1920, 
increased  ten  thousand  tAvo  hundred  and  fourteen  percent 
(10,21-3.9%).  A coi)y  of  this  memorandum  is  atttached  to  this  re- 
port (Appendix  VIII). 


STUDIES  OF  THE  “SPREAD”  OF  RATES  CHARGED  TO 
DIFFERENT  CLASSES  OF  CONSTUMERS  AND  OF  THE 
COST  OF  SERVING  EACH  CLASS 

From  data  sulimitted  by  the  companies  to  the  Public  Service 
Commission  in  response  to  a questionnaire,  and  from  the  annual 
reports  of  the  companies  to  the  commission  for  the  year  1924,  the 
Board  caused  studies  to  be  made  by  ^Ir.  Otto  M.  Rau,  as  to  the 
‘‘spread”  of  electric  rates  (difference  in  money  chai’ge  to  different 
classes  of  consumers  for  equal  amounts  of  curivut)  and  of  the  cost 
incurred  by  the  companies  for  serA'ing  each  class.  These  studies 
are  attached  to  this  report  (Appendices  IX  andX).  They  are  be- 
lieA’ed  to  be  the  first  of  their  kind  and  to  lay  the  foundation  for 
scientific  rate-making.  What  is  pretentiously  called  “rate  structure” 
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by  the  companies  is  in  fact  largely  the  hap-hazard  survival  of  the 
customs  of  the  industry  as  developed  from  the  early  days  when 
lighting  was  the  only  service  rendered  and  was  necessarily  expen- 
sive, through  the  later  period  of  com])etition  which  reduced  the 
rates  to  other  classes  of  users  but  leift  the  householder  to  the  sole 
protection  of  regulation  by  the  commissions.  It  is  noteworthy  that 
“effort  was  made  to  obtain  from  the  electric  power  utilities  in  the 
State  the  allocation  of  costs  by  which  they  arrived  at  the  charges 
for  service  as  per  schedules  filed  with  the  Bureau  of  Bates  and 
Tariffs.”  The  practical  result  was  an  almost  general  admission  by 
the  companies  that  no  such  allocation  of  costs  could  be  made,  and 
that  the  rate  schedules  were  not  arrived  at  by  consideration  of  com- 
parative, costs  but  from  experience  and  competition.  The  conten- 
tions therefore  are  fully  sustained  that  rates  do  not  reflect  costs 
and  that  where  no  competition  exists  the  highest  rates  are  charged, 
and  Avhere  there  is  competition  rates  sufficiently  low  to  get  the  busi- 
ness are  made,  ix’respective  of  the  cost  to  serve.  Moreover  “the  re- 
ports” (of  the  companies)  “to  the  Public  Service  Commission  as 
now  submitted  are  not  classified  so  as  to  give  the  data  necessary 
for  alloting  costs  to  rate  schedules.” 

Mr.  Ban’s  studies  show: 

That  the  peak  jload  of  the  state-wide  pool  which  would 
have  resulted  from  the  passage  of  the  Giant  Power  Bills  would 
occur  between  8 and  12  o’clock  in  the  morning  throughout  the 
year. 

That  domestic  serwice  is  largely  off-peak  and  should  be  rated 
as  such. 

That  the  cost  to  serve  small  consumers  is  only  three  times 
that  of  serving  large  consumers  but  that  the  former  are  com- 
monly charged  ten  times  as  much  as  the  latter  for  the  same 
unit  of  current,  and  that  this  disciumination  against  the  small 
consumer  should  be  corrected. 

That  rates  should  be  standardized  and  based  upon  the  cost 
to  serve  each  class  of  consumers. 

That  with  every  rate  schedule  there  should  be  filed  an  alloca- 
tion of  costs  shoAving  in  detail  the  cost  to  the  company  of  fur- 
nishing the  service  covered  by  the  schedule. 

Tliat  the  form  of  annual  reports  required  from  the  companies 
should  show  accurate  allocation  of  costs  to  serve  each  class  of 
consumers,  the  amount  of  fixed  capital  devoted  to  generation, 
transmission,  and  distribution  respectively,  the  load  factor,  and 
the  capacity  factor. 

That  the  annual  reports  and  the  rate  schedules  should  be 
abstracted  and  tabulated  by  the  Commission  and  kept  up  to  date 
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for  ready  reference,  so  that  analysis  of  new  rates  as  filed  can 
be  given  prompt  and  effective  attention. 

EEGULATION  OF  INTERSTATE  COMMERCE  IN  ELECTRIC 

POWER 

The  Supreme  Court  of  the  United  States  has  not  j^et  passed  upon 
the  regulation  of  the  transmission  of  power  from  one  state  to  an- 
other, but  nearly  all  qualified  students  of  the  subject  look  for  the 
extension  to  this  field  of  the  rules  laid  down  by  that  court  upon 
the  carriage  of  oil  and  gas  by  pipe  line,  of  news  by  telegraph,  and 
of  passenger  and  freight  traffic  by  motor  bus  lines.  Under  these 
rules  all  power  transmission  across  state  lines  in  whatever  quantity 
and  to  whomsoever  delivered  is  interstate  commerce  which  may  be 
regulated  by  Congress. 

As  to  interstate  transmission  of  electric  power  generated  by  water 
power  under  a license  from  the  Federal  Power  Commission,  Con- 
gress has  set  u]i  a scheme  of  regulation  in  section  20  of  the  Federal 
Water  Power  Act  of  1920.  (Rates,  sendee,  and  security  issues  of  in- 
terstate transmitters  to  be  regulated  by  the  commissions  of  the 
States  concerned  so  for  as  they  are  empowered  and  agree,  but  inso- 
far as  they  lack  power  or  are  not  ageed  regulation  to  he  done  by 
the  Federal  Power  Commission).  As  to  all  other  interstate  trans- 
mission of  electric  power  Congress  has  done  nothing. ' It  follows  that 
in  all  cases  where  the  transmitter  across  the  state  boundary  itself 
delivers  the  power  directly  to  the  consumer,  the  regulatory  com- 
mission of  the  receiving  state  can  regulate  the  interstate  transmis- 
sion until  Congress  undertakes  the  task.  But  if  the  transmitter 
delivers  the  poiwer  to  a distributing  company  in  the  receiving  state 
which  in  turn  sells  to  the  consumer  neither  that  state  nor  any 
other  can  regnlate  the  interstate  business  between  the  two  compan- 
ies notwithstanding  Congress  does  nothing  about  it. 

Interstate  transmission  is  destined  to  grow  rapidly.  For  Pennsyl- 
vania the  exports  already  amount  to  seven  per  cent  of  the  produc- 
tion and  the  imports  eight  per  cent.  In  North  Carolina  the  per- 
centages are  much  larger.  The  necessity  of  protecting  the  consumer 
by  regulation  of  this  “twilight  zone”  was  recognized  by  the  report 
of  the  Power  Committee  of  the  New  England  Conference  at  Hart- 
ford, November  18,  1926,  with  the  concurrence  of  cooperating  rep- 
resentatives of  the  New  England  power  industry  and  of  the  regu- 
latory commissions  of  those  states. 

The  report  of  the  Giant  PoTver  Survey  Board- in  1925  advocated 
the  undertaking  by  the  states  on  their  own  initiative  of  the  regula- 
tion of  this  new  form  of  interstate  commerce  rather  than  leaving  it 
to  Congress.  The  procedure  proposed  was  the  making  of  interstate 
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compacts  \Yitli  tlie  approval  of  Cougress  under  Article  1,  section  10 
of  the  Constitution  of  the  United  ^tates. 

The  matter  was  taken  up  informally  hy  a member  of  the  present 
Giant  Power  Board  witli  the  Governors  of  New  York  and  New  Jersey 
with  the  result  that  the  tliree  Governors,  l)v  a statement  released  to 
the  press  Mondaj^  morning  October  20,  1025,  announced  that  they 
had  appointed  commissioners  constituting  a joint  Giant  Power  Com- 
mission to  negotiate  such  a compact  for  submission  to  the  Legisla- 
tures of  the  three  states.  Three  members  of  the  Giant  Power  Board 
(Philip  P.  Wells,  Clyde  L.  King,  and  Morris  L.  Cooke)  were  desig- 
nated for  this  duty  by  the  Board.  The  representatives  of  New  Yoi-k 
were  William  A.  Pendergast,  chairman,  George  R.  Lnnn,  member, 
and  Charles  R.  Vanneman,  chief  engineer,  of  the  New  York  Public 
Service  Commission.  Those  of  New  Jersey  were  Dr.  Charles 
Browne,  member  of  the  Board  of  Public  Utility  Commissioners  of 
New  Jersey,  Isaac  Alpern  and  Robert  F.  Engle,  we,'!  known  business 
men. 

The  joint  Giant  Power  Commission  organized  at  Princeton,  New 
Jersey,  October  31,  1925.  Dr.  Browne  was  elected  chairman,  Mr. 
Pendergast  vice  chairman,  and  Mr.  Wells  Secretary.  An  executive 
committee  was  set  up  consisting  of  the  chairman  with  Messrs. 
'V'anneman,  Engle  and  Wells.  At  the  request  of  the  Joint  Com- 
mission the  Governors  of  the  tliree  negotiating  states  severally  in- 
vited the  Governors  of  other  stales  upon  their  borders  each  to^.np- 
]»oint  a representative  to  act  with  the  Joint  Commission  .ns  obseiwers 
and  advisers.  This  was  done  witii  a view  to  jirotecting  the  interests 
of  the  adjacent  states,  securing  tludr  cooperation  and  criticism  and 
seeking  their  future  joinder  in  the  compact.  In  response  to  these 
invitations  observers  and  advisers  were  appointed  for  the  adjaccmt 
states  as  follows; 

Ohio:  Grover  C.  Maxwell,  formeidy  Secretary  of  the  Public 
Service  Commission.  Technical  and  Engineering  adviser;  A.  B. 
Roberts,  former  Director  of  Public  Utilities  for  the  city  of 
Cleveland. 

We.st  Yirginia:  Gray  Silver. 

Maryland:  Harold  M.  West,  Chairman  of  the  Public  Service 
Commission. 

Connecticut;  William  E.  Putman. 

Rhode  Island:  William  C.  Bliss,  Chairman  of  the  Public  Uti- 
lities Commission. 

IMassachu.setts : Ilemw  H.  Attwill,  Chairman,  Department  of 
Public  Utilities. 

Vermont:  Edward  H.  Deavitt,  Commissioner  of  Finance. 
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The  Vermont  representative  attended  the  second,  third,  and  fourth 
(final)  meetings  of  the  Joint  Commission;  the  Maryland  representa- 
tive the  second  and  fourth  meetings,  and  the  Massachusetts  repre- 
sentative the  fourth  meeting.  These  gentlemen  all  participated  fully 
and  helpfully  in  the  discussion  of  the  Joint  Commission. 

The  Pennsylvania  Commissioners  proposed  an  outline  of  a com- 
pact in  the  form  of  principles  to  be  embodied  therein.  In  part  these 
Avere  amended  by  the  Excutive  Committee  at  two  meetings  held  in 
New  York,  November  9th  and  23rd,  1925,  Messrs.  Pendergast  and 
Cooke  meeting  with  the  committee.  In  part  the  Pennsyhmnia  pro- 
posals Avere  submitted  directly  to  the  Joint  Commission  at  the  sec- 
ond meeting  held  in  Philadelphia,  December  5,  1925.  That  meeting, 
also  the  third  meeting  held  in  Trenton,  December  12,  1825  and  the 
fourth  (final)  meeting  held  in  NeAA^  York,  December  21,  1925  Avere 
largelA^  given  up  to  the  discussion  of  these  proposals,  Avhich  are  em- 
bodied in  the  minutes.  They  included:  The  setting  up  of  a joint 
tribunal  Avith  poAA'er,  (as  to  interstate  transmission) : to  regulate 
service  standards  as  arbitrator  of  difftrences  betAveen  the  commis- 
sions of  two  compact  states;  to  regulate  the  accounting,  rates,  serv- 
ice and  security  issues  of  all  companies  doing  interstate  power  busi- 
ness, with  liberty  hoAveAAer  to  each  state  to  compel,  and  to  each 
company  to  bring  about,  the  segregation  of  interstate  transmission 
business  in  separately  organized  corporations;  the  rate-base  to  be 
the  amount  prudently  inA^ested  in  the  enterprise;  par  of  security  is- 
sues to  equal  the  rate  base;  no  par  securities  to  be  prohibited;  the 
fair  return  to  be  computed  and  tentatively  fixed  at  the  sum  neces- 
sary to  enable  a properly  financod  company  under  efficient  manage- 
ment to  paA"  prudently  as  dividends  on  its  common  stock  a sum  suffi- 
cient to  keep  it  slightly  aboA'e  par  in  a noimial  market,  reserving  the 
right  to  any  company  thereafter  to  demand  a A'aluation  so  far  as 
necessary  to  comply  AAuth  the  controlling  rulings  of  the  courts;  the 
construction  or  enlargement  of  interstate  facilities  and  the  enlarge- 
ment of  existing  iterstate  business  over  existing  facilities  by  a cor- 
poi'ation  to  be  conditioned  upon  an  agreement  by  the  corporation 
fo  accept  the  “Prudent  im'estment”  rate  base ; difference  in  the  cost 
of  service  to  different  classes  of  consumers  to  lie  the  basis  of  dif- 
ferent rates  for  such  serA'ice ; all  interstate  business  to  be  conducted 
by  corporations  organized  under  the  laAvs  of  some  one  of  the  coji- 
facting  states;  voting  of  stock  in  any  operating  companies  of  the 
contracting  states  by  or  for  holding  companies  not  organized  under 
the  laws  of  one  of  them  prohibited;  orders  for  the  i)roduction  of 
books,  accounts  etc.  issued  by  the  regulatory  commission  of  any  one 
of  the  contracting  states  to  have  full  effect  in  the  other  contracting 
states;  interlocking  directorates  restricted;  taxation  of  interstate 
utilities  not  to  be  affected. 
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Two  of  the  commissioners  from  New  York  opposed  the  making  of 
any  compact  and  at  the  final  meeting  (December  21,  1925)  upon  a 
motion  by  Dr.  King  (Pennsylvania)  a vote  was  taken  on  the  ques- 
tion whether  a compact  was  desirable.  The  question  carried  in  the 
affirmative,  New  Jersey  and  Pennsylvania  voting  in  the  affirmative. 
New  York  in  the  negative.  Thereafter  the  New  York  Commissioners 
withdrew  from  the  negotiations  which  have  not  since  been  renewed. 

The  Pennsylvania  proposals  to  the  Joint  Giant  Power  Commis- 
sion are  believed  to  be  the  first  constructive  attempt  to  provide  by 
State  initiative  for  the  regulation  of  interstate  power  service. 

The  minutes  of  the  Joint  Commission  and  a map  of  holding  com- 
pany territory  is  the  three  states  are  appended  to  this  report 
(Appendices  XI  and  XII). 

Eespectfully  submitted, 

Philip  P.  Wells, 

Chairman. 

December  7,  1926. 


Appendix  I. 

Report  of  the  Giant  Power  Board 

1926 

EXECUTIVE  ORDEK  CREATING  THE  GIANT  POWER  BOARD 

Hon.  George  W.  Woodruff,  Attorney  General. 

Hon.  Clyde  L.  King,’-  Secretary  of  the  CommonweaJtli. 

Hon.  R.  Y.  Stuart,  Secretary  of  Forests  and  Waters. 

Hon.  Harold  Evans,^  Public  Service  Commission. 

Hon.  Morris  L.  Cooke,  171.3  Samson  St.,  Philadelphia. 

Hon.  Philip  P.  Wells,  Deputy  Attorney  General. 

Gentlemen : 

The  situation  created  by  the  defeat  of  all  Giant  Power  legislation 
by  the  influence  of  the  power  companies  makes  it  necessary  to  co- 
ordinate the  activifies  under  existing  laws  of  the  several  Executive 
Departments  and  administrative  agencies  of  the  Commonwealth  with 
respect  to  the  public  service  of  electric  current.  You  are,  therefore, 
hereby  designated  to  act  with  me  for  this  purpose  under  the  name 
of  the  Giant  Power  Board  of  which  I shall  myself  be  a member. 

Mr.  Philip  P.  Wells  is  hereby  designated  as  Chairman  of  this 
Giant  Power  Board. 

In  my  message  to  the  General  Assembly  at  its  last  session  trans- 
mitting the  report  of  the  Giant  Power  Survej^  Board,  I summarized 


'Public  Service  Commissioner  Richard  W.  Martin  was  added  to  the.  Board  December  0,  1925. 
The  membership  of  Mr.  Evans  terminated  January  19,  1926,  that  of  Mr.  Martin  September  15, 
1926  and  that  of  Dr.  King  October  15,  1926,  the  dates  when  their  terms  as  Public  Service  Com- 
missioners and  Secretary  of  the  Commonwealth  ended. 
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the  most  important  of  the  essentials  recommended  by  that  Report 
for  securing  cheap  and  abundant  universal  power  service,  as  follows : 

'‘First:  Mass  production,  with  opportunity  for  by-product  re- 
covery. 

“Second:  The  creation  of  a common  pool  of  power  into  which 

current  from  all  sources  will  be  poured,  and  out  of  which  current 
for  all  uses  may  be  taken. 

“Third:  Free  access  by  every  water  power  and  steam  gener- 

ating station  to  every  potential  purchaser,  which  means  every 
distributing  system  in  the  State  which  supplies  the  consiimer. 

“Fourth:  Complete,  prompt,  and  effective  regulation  of  rates, 
service  and  security  issues. 

“Fifth:  Rescue  of  the  regulation  of  electric  service  from 

the  destruction  now  threatened  by  its  conversion  into  interstate 
commerce,  which  Avill  be  beyond  the  control  of  the  states  and 
has  not  been  regulated  by  Congress. 

“Sixth : Systematic  extension  of  service  lines  throughout  the 

rural  districts.” 

The  legislation  prepared  for  securing  these  essentitals  included 
twenty-six  (26)  items  which  may  be  classified  as  follows: 


Enlarging  the  privileges  of  the  companies  

Imposing  no  additional  burdens  on  the  companies  .... 
Preser\’ing  State  Control  from  Federal  encroachment. . 

Imposing  slight  burdens  upon  the  companies 

Inducing  service  to  farmers  

Providing  more  stringent  regulations  of  the  companies 
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The  spokesman  for  the  companies  declared  their  opposition  to 
every  one  of  the  bills  and  to  every  item  in  every  one  of  them.  This 
opposition  resulted  in  the  failure  of  all  of  the  bills. 

As  I said  in  my  message: 

“No  one  who  studies  the  electrical  developments!  already 
achieved  and  those  planned  for  the  immediate  future  can  doubt 
that  a unified  electrical  monopoly  extending  into  every  part  of 
this  Nation  is  inevitable  in  the  very  near  future.  The  question 
before  us  is  not  whether  there  shall  be  such  a mouo]ioly.  That 
Ave  cannot  prevent.  The  question  is  Avhether  we  shall  regulate 
it  or  whetlier  it  shall  regulate  us. 

“It  is  almost  impossible  to  imagine  the  force  and  intimacy 
with  Avhich  such  a monopoly  will  touch  and  affect,  for  good  or 
OAil,  tlie  life  of  every  citizen.  The  time  is  fully  in  sight  when 
every  household  operation  from  heating  and  cooking  to  sweep- 
ing and  sewing  Avill  be  performed  by  the  aid  of  electrical  poAver; 
when  every  article  on  the  average  man’s  breakfast  tnble — every 
item  of  his  clothing — every  ])iece  of  his  furniture — eA'erv  tool  of 
his  trade — that  he  liimself  did  not  produce,  Avill  liaA^e  been  manu- 
factured or  transported  by  electric  ])OAA’cr;  Avhen  the  home,  the 
farm,  and  the  factory  Avill  be  electrically  lighted,  heated,  and 
operated;  Avhen  from  morning  to  night,  from  the  cradle  to  the 
grave,  electric  service  Avill  enter  at  every  moment  and  from 
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every  direction  into  the  daily  life  of  every  man,  woman,  and 
child  in  America.” 

Tlie  ])roblem  of  giant  imwer,  its  coming  and  its  control  in  tlie 
]!ublic  interest,  transcends  every  other  economic  issne  now  before 
the  people  of  the  Commonwealth  and  of  the  United  States  at  large, 
except  the  greater  issne  of  which  it  is  bnt  a ])art,  namely;  the  con- 
seiwation  of  and  common  rights  in  natural  resonrces. 

The  Administration  offered  a full  solution  of  this  problem  through 
new  legislation.  The  electric  companies  refused  to  discuss  any  item 
of  the  legislation  in  a constructive  spirit  and  prevented  the  enact- 
ment of  any  part  of  it.  For  this  result  they  must  accept  respon- 
sibility. It  will  he  our  common  task  as  members  of  the  Giant  Power 
Board  to  set  the  problem  in  a clear  light  before  the  people  and  to 
coordinate  toAvard  its  partial  solution  all  the  executive  and  adminis- 
trative authority  given  by  existing  laAV. 

Very  truly  yours, 

Gifford  Pinchot 


Appendix  II. 

REPORT  OF  THE  GIANT  POWER  SURVEY  BOARD  TO  THE 
GENERAL  ASSEMBLY  OP  PENNSYLVANIA  (1925) 

(With  notes  showing  the  bills  introduced  in  1925  and  1926  to  carry 
out  the  recommendations.) 

To  the  Honorahle  the  Senate  and  House  of  Representatwes  of  the 
Commonwealth  of  Pennsylvania  in  General  Assembly  met: 

The  Giant  Power  Survey  Act  of  May  21,  1923,  P.  L.  449,  placed 
upon  this  Board  two  tasks;  An  outline  suiwey  of  the  facts;  and  the 
recommendation  of  a policy  that  will  “best  secure  for  the  industries, 
railroads,  farms  and  homes  of  this  Commonwealth  an  abundant  and 
cheap  supply  of  electric  current.”  The  survey  and  conclusions  upon 
the  facts  are  embodied  in  the  Director’s  report  here.Avith  transmitted 
and  the  accompanying  technical  papers.  Having  considered  the  facts 
so  found  in  the  light  of  sound  economic  principles,  after  inviting 
suggestions  from  outstanding  men  connected  with  the  public  service 
electric  industry  in  Pennsylvania,  we  have  deduced  and  here  recom- 
mend the  main  outlines  of  policy  and  refer  for  details  to  Mr.  Wells’ 
paper  “Proposals  for  legislation”  vhich  follows  the  technical  reports. 

Public  power  policy  must,  in  Pennsylvania,  be  concerned  chiefly 
with  electric  current  produced  by  steam  from  the  rich  bituminous 
coal  deposits  in  the  IFestern  part  of  the  State.  Water  power  sup- 
plied only  41  per  cent  of  the  4.25  billion  kiloAvatt  hours  consumed  in 
the  State  in  1922,  and  this  percentage  must  decrease  notwithstand- 
ing additional  (piantities  that  will  be  brought  in  from  hydro-electric 
sources  beyond  our  borders  and  the  more  intensive  development  of 
onr  own  Avatei-pow(‘rs  Avhich  is  beginning  under  the  sound  legisla- 
tion  of  1923.  This  legislation  has  worked  well  bnt  should  be  sup- 
plemented in  minor  jiarticulars. 

The  most  important  legislative  stimnlns  to  intensive  water  poAver 
development  Avould  be  a statute  to  put  beyond  a doubt  the  legality  of 


the  merger  and  consolidation  of  hydro-electric  and  steam-electric 
generating  companies  under  proper  restrictions.  This  we  recom- 
mend.^ 

Turning  then  to  the  generation  of  elec-tricity  by  steam:  The  es- 

sentials are  five  in  number,  namely: 

1.  Adequate  public  agencies  obligated  to  a scrupulous  regard 
for  investors’  rights  as  the  surest  means  of  attracting  the  constant 
stream  of  new  capital  necessary  for  rapid  expansion,  but  adequately 
empowered  to  control  and  guide  this  stream  toward  tlie  social  ends 
easily  within  reach. 

2.  Mass  production,  which  means  ^‘abundant  and  cheap”  produc- 
tion, at  the  sources  of  raw  material. 

3.  Mass  transportation,  wliich  means  •‘abundant  and  cheap” 
transportation,  to  all  jiarts  of  the  Commonwealth  by  an  integrated 
system  of  transmission  lines. 

4.  Eftecti\e,  simple  and  stimulating  regulation  from  tlie  coal 
mine  to  the  i)ower  consumer,  which  means  the  iuT^^^ing  on  of  the 
abundance  and  cheapness  to  him. 

5.  Fair  and  justly  regulated  interchange  of  power  with  other 
states,  which  means  increased  abundance  and  cheapness. 

No  one  of  these  essentials  now  exists  in  fact  or  is  adequately  pro- 
vided for  by  our  law. 

1.  For  the  adequate  public  agencies  we  recommend: 

(a)  The  creation  of  a permanent  Giant  Power  Board  in  the  De- 
partment of  Forests  and  iVaters  to  carry  on  the  study  of  the  problem 
and  to  direct  the  application  of  the  natural  resources  (coal  depos- 
its) to  state  wide  electric  service  tlirough  a competent  teclinical 
staff,  with  an  ap])ropriation  .of  |150,000  for  the  first  fiscal  biennieum.- 
The  Board  should  have  power  to  establisli  standards  of  equipment 
for  the  electrification  of  steam  railroads  in  Pennsylvania.® 

(b)  Snell  enlargement  of  the  powers  of  the  Public  Service  Com- 
mission as  will  enable  it  to  control  adequately  at  all  points  the  finan- 
cial and  commercial  operation  of  electric  facilites.  The  particulars 
are  given  under  the  fourth  essential  below. 

[ 2.  To  secure  the  cheapness  and  abundance  of  mass  i)roduction  in 

the  coal  fields,  with  the  added  economies  of  by-product  recovery,  we 
recommend : 

(a)  Legislation  authorizing  the  incorporation  of  giant  power 
I generating  and  giant  j»ower  transmission  companies  empowered  to 
I do  the  following  things,  if  and  as  prescribed  in  writing  by  permit 
I from  the  Giant  Power  Board,  namely:  The  generating  companies:^ 
I To  construct  and  operate  in  the  coal  fields  steam  electric  sta- 
I tions  of  not  less  than  300,000  kilowatts  capacity  (the  minimum 
I size  limit  indicated  for  profitable  bj'-product  recovery) 

I To  mine  co.al;® 


1192.5  H.  R.  1.160. 

11925  H.  R.  1043;  See  1926  S.  31. 

^1025  H.  li.  1043  Sec.  2,  To  investigate  and  recommend  only;  See  1920  S.  31. 

^Note:  1925  H.  li.  1050  (Incorporation)  and  1054  (Permits)  each  company  to  generate  and 
itransmit.  See  1926  S.  82  and  37. 

1 51925  n.  K.  1056  and  1054.  See  1920  S.  32  and  37. 


26 


To  sell,  as  an  incident  to  the  electric  generating  business,  coal 
more  suitable  for  by-product  recovery  elsewhere  than  in  the  elec- 
tric generating  station 

To  appropriate  hj^  condenuiati(»n  process  tlie  right  to  mine 
coal  on  specitic  lands  not  to  exceed  an  area  reasonably  estimated 
to  be  sufticient  to  supply  the  generating  station  for  not  more  than 
50  years,  just  compensation  to  be  fixed  at  the  time  of  appropria- 
tion in  the  form  of  royalty  and  secured  before  the  taking;' 

To  make  and  sell  coke,  gas,  other  by-products  of  coal  and 
chemicals;® 

To  sell  at  wholesale  electric  current  to  public  service  electric 
companies  for  distribution  by  them  in  Pennsylvania®  and  for 
transmission  to  other  states  under  compacts  negotiated  as  recom- 
mended in  Section  5,  paragraph  (e)  of  this  report; 

To  pm'chase  surplus  current  from  other  generating  stations.^® 

The  giant  power  transmission  companies  should  be  common 
carriers  of  the  current  purchased  and  i^roduced  by  the  giant  . 
power  generating  companies^®  For  this  purpose  they  should  be 
empowered  to  operate  giant  power  transmission  lines  of  not  less  i 
than  110,000  volts  capacity  on  locations  so  fixed  by  the  Giant  j 
Power  Board  as  to  secure  the  best  inter-connection  with  and  serv-  | 
ice  to  other  common  carrier  transmission  lines  for  such  trans-  ] 
mission  lines  to  purchase  and  condemn  rights  of  way^^  and  to  oc- 
cupy and  use  under  pexanit  strips  of  laud  belonging  to  the  Common- 
wealth designated  by  the  Board  or  acquired  in  fee  simple  by  it 
throixgh  purchase  or  condemnation/^  The  cost  of  acquisition  could 
probably  be  met  from  year  to  year  without  the  use  of  the  State’s  . 
credit  and  the  preliminary  work  of  location  would  preclude  any 
expenditure  under  this  head  during  the  next  fiscal  biennium. 

(b)  That  the  Giant  Power  Board  be  authorized  to  issue  permits 
for  the  construction  and  operation  of  giant  power  generating  stations 
and  transmission  lines,  for  the  conduct  of  by-product  and  other  in- 
cidental business,^®  and  for  occupancy  and  use  of  the  lands  of  the 
Commonwealth  in  such  land  strips  for  transmission  lines,  gas  pipe- 
lines, oil  xjipeliues  and  other  apxxropriate  uses“.  Permits  should  be 
limited  to  a maximum  period  of  50  years  and  conditioned  upon  the 
I'ight  of  the  Commonwealth,  or  another  permittee  designated  by  the 
Commonwealth,  to  take  over  and  operate  the  works  at  the  exq)ira-  : 
tion  of  such  period  upon  jjayment  to  the  permittee  of  the  money  pru- 
dently invested  on  the  faith  of  the  xxermit.^®  For  the  right  to  occupy 
and  use  lands  of  the  Commonwealth  the  xxermit  should  fix  an  annual 
charge  with  a view  to  amortizing  the  cost  of  the  land  strips  within  , 
not  more  than  50  years. 

3.  To  secure  cheax)  mass  transportation  throughout  the  Common- 
•wealth  we  recommend,  in  addition  to  what  has  already  been  said 
about  giant  power  transmission  lines; 

»1925  H.  R.  10.56  and  1054.  See  1926  S.  32  and  37. 

U925  H.  R.  1302. 

81925  H.  R,  1056  and  10.54.  See  1926  S.  32  and  37. 

®1925  H.  R.  1050  and  1054,  Sec  9 (f)  to  Public  Service  Distribution  Systems  only)  See  1926 
S.  and  37. 

^“Common  purchaser — not  carrier  1925  H.  R.  1054,  Sec.  9 (g). 

H1925  II.  R.  1050  and  1054.  See  1926  S.  32  and  37. 

1=1925  H.  R.  1048. 

131925  H.  R.  1054.  See  1920  S,  37. 

i->1925  II.  R.  1048. 

1=1925  II.  R.  1054  Sec.  9 (d)  (f)  (e)  ; See  1920  S.  37.  i 

i»1925  H.  R.  1048. 
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(a)  That  all  other  public  service  power  business  be  segregated  in- 
to three  separate  classes:  (1)  major  generation ; (2)  major  transmis- 
sion; and  (3)  distribution,  including  minor  transmission;  also  tliat 
no  corporation  be  allowed  to  do  more  than  one  of  these  three  kinds  of 
business.  For'  the  dividing  line  between  major  and  minor  generation 
we  recommend  a capacity  of  25,000  kw.,  and  for  that  between  major 
and  minor  transmission  a pressure  of  50,000  volts  or  a capacity  of 
25,000  kw.  whichever  is  the  greater.^' 

(b)  That  the  Giant  Power  Board  be  required  to  divide  the  state 
into  transmission  districts  on  the  basis  of  present  facilities  and 
future  needs  as  they  may  arise  or  be  forseen.from  time  to  time,^® 
that  every  major  transmission  system  be  constituted  a common  car- 
rier for  the  transmission  district  in  which  it  lies  with  the  duty  of 
taking  electric  current  of  standard  voltage  and  frequency  from  all 
public  service  generating  stations  (including  hydro-electric  stations) 
in  the  district,  and  delivering  it  to  all  consignees  which  are  public 
service  distributing  systems  in  the  district,  on  terms  subject  to  regu- 
lation by  the  Public  Service  Commission.^®  With  the  approval  or 
on  the  order  of  the  Commission  and,  on  terms  thereby  fixed,  ex- 
change of  current  with  the  transmission  lines  of  other  districts 
should  also  take  place.®® 

(c)  That  two  new  classes  of  'distribution  systems  be  authorized 
by  law, — rural  electric  districts  and  mutual  electric  companies.  The 
districts  should  be  created  with  power  to  furnish  current  to  their  in- 
habitants upon  the  favorable  votes  of  a sufficient  majority  of  inhabit- 
ants and  of  the  owners  of  a sufficient  majoritj^  of  the  acreage;  also 
with  power  to  tax,  assess  benefits  and  damages,  finance  consfruction 
work,  etc.®^  Mufual  elecfric  companies  should  be  formed  by  the  vol- 
untary association  of  consumers.®®  The  districts  and  the  mutual 
companies  should  be  served  by  the  major  transmission  lines  of  the 
district  within  which  they  lie  on  equal  terms  with  other  distributing 
systems  and  should  have  made  available  to  them  expert  advice  and 
guidance  from  the  State  College.®* 

4.  To  secure  effective  regulation  that  will  pass  down  to  the  con- 
sumer the  cheapness  and  abundance  of  mass  production  and  mass 
transmission,  in  addition  to  the  control  pi’ovided  by  the  giant  power 
company  permits  and  the  control  of  condemnation  above  mentioned, 
we  recommend: 

(a)  That  the  powers  of  the  Public  Service  Commission  be  en- 
larged to  include,  as  to  electric  power,  the  regulation  (with  reforma- 
tion of  contracts)  of: 

Contracts  for  construction,  lease  and  management  ;®^ 

Contracts  of  brokerage  or  agency  in  respect  of  procuring  con- 
tracts of  construction,  lease  or  management;®* 

Contracts,  facilities,  service,  prices  and  rates  between  common 
carrier  power  companies  and  all  others  from  and  to  whom  they 
are  authorized  or  required  to  receive  and  deliver  current  as  above 
or  hereinafter  recommended;®* 


1^1925  H.  R.  1057  Only  transmission  segregated  (Sec.  5)  ; See  1926  S,  36. 

181925  H.  R.  1057  Sec.  6-9;  See  1926  S.  36. 

191925  H.  R.  1057  Sec.  3 (from  “all  shippers”)  ; See  1926  S.  36. 
i<’1925  H.  R.  1057  Sec.  3 (no  approval  required)  ; See  1926  S.  36. 

111925  H.  R.  1361;  See  1926  S.  33. 

111925  H.  R.  1363;  See  1926  S.  35. 

111925  H.  R.  1361  and  1363,  advice  by  Giant  Power  Board  See  1926  S.  33  and  35. 
i'*1925  H.  R.  1047,  Sec.  6 (e)  and  Sec.  9;  See  1926  S.  34. 
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Accounting  as  to  all  matters  mentioned  in  this  discussion  of 
regulation 

Future  security  issues  including  the  price,  not  less  than  par, 

at  which  issued i • v-- 

Maintenance  of  facilities  with  due  provision  tor  depreciation, 

amortization  and  other  proper  reserves.- ‘ 

(b)  That  the  basis  of  rate  regulation  for  giant  power  generating 
and  transmission  companies  be  the  amount  of  money  hereafter  prud- 
ently invested  therein.^® 

(c)  That  as  to  all  “other  public  service  generating  companies, 

transmission  companies,  and  distributing  companies,  hereafter 
created  or  merged,  including  owner  and  lessor  companies  or  either  ot 
them  as  well  as  operating  and  lessee  companies,  or  either  of  thmn 
and  as  to  all  other  power  companies  hereafter  exercising  the  right  ot 
condemnation,  the  basis  of  rate  regulation  shall  be  the  amount  ot 
money  priident.y  invested  after  Janiiai’y  1,  1926,  plus  the  value  as 
of  that  date  of  all  property  then  used  and  useful  in  their  public  serv- 
ice: that  acceptance  of  this  rate  base,  in  the  form  required  by  the 
Public  Service  Commission,  shall  be  a part  of  the  application  for  and 
a condition  of  every  charter,  merger  or  consolidation  hereafter  is- 
sued or  authorized  f that  like  acceptance  shall  be  part  of  every  appli- 
cation hereafter  made  for  every  preliminary  finding  of  necessity  tor 
sucli  condemnation,  and  shall  for  all  purposes  be  deemed  to  be  a con- 
dition precedent  to,  and  to  have  been  agreed  to  l)efore,  every  taking 
by  such  condemnation  for  public  use  hereafter  made  with  or  with- 
out such  preliminary  finding.-®  „ . ^ + 

(d)  That  no  securities  shall  be  hereafter  issued  by  any  giant 
power  generating  or  transmission  company  or  by  any  other 
service  power  company  without  the  prior  approval  of  the  Public 
Service  Commission.  All  stock  hereafter  so  issued  shall  have  a fixed 
par  value  approved  before  issue  by  the  Public  Service  Commissimi 
upon  a finding  that  the  total  par  value  of  any  such  issue  is  not  in 
excess  ot  the  money  which  has  been  or  is  to  be  paid  for  the  same  at 
the  time  ot  issue  or  in  excess  of  the  value  of  the  propertv'  or  seriices 
exchanged  or  to  be  exchanged  tor  the  same  at  the  time  of  issue,  and 
that  the  application  of  such  money  or  property  made  or  proposed 

constitutes  a prudent  investment.®®  _ 

(e)  That  rates,  prices  and  transmission  charges  imposed  by 
Giant  power  companies,®^  common  carrier  transmission  companies 
and  other  public  service  power  companies  shall  be  so  regulated  that 
the  rates  of  any  conijiany  as  a whole  shall  provide  a sufficient  reason- 
ably estimated  return  to  attract  into  the  enterprise  new  capital  in 
sufficient  volume  to  meet  the  needs  of  its  public  service  duty,  and  if 
thev  do  as  a wliole  so  provide  no  part  of  them  shall  be  deemed  to  be 
confiscatory.®®  The  acceptance  of  this  principle  should  hereafter  be 
a part  ot  every  application  for  and  a condition  of  evei-y  charter 
merger,  consolidation,  exercise  of  the  right  of  eminent  domain,  and 


25192.5  H.  R.  3047,  Sec.  6 (h)  ; See  1920  S.  34. 

2ci()‘)5  II  E 1047,  Sec.  4 (g)  and  Sec.  i.  See  19-0  S. 

271925  II.  R.  1047  See  1926  S._  34. 

2S1925  H.  R.  1047  Sec.  3 and  .n.  See  1926  S^  34. 

281925  II.  R.  1054  Sec.  9 (f)  See  1920  S.  3<. 

221925  H.  R.  1047  Sections  3,  4,  5,  See  1926  S.  34. 

3 81925  II.  R.  1047  Sec.  7.  See  1926  S.  34. 

311925  II.  R.  1047  Sec.  4.  See  1920  S.  34 

3 21925  H.  R.  1047  Sections  3,  4,  o,  See  1J26  S.  34. 
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authorization  for  tne  issue  of  securities,  as  above  recommended  with 
respect  to  the  adoption  of  the  prudent  investment  rate-base.®- 

(f)  That  rates  of  distributing  companies  operating  high-cost 
generating  stations  and  desiring  to  substitute  clieaper  current  de- 
livered by  a common  carrier  transmission  company  may  be  fixed  by 
i-egulation  to  i)rovide,  so  far  as  necessary,  for  the  amortization  Avith- 
in  a reasonable  time  of  all  or  part  of  the  generating  equipment  to  be 
disused. 

(g)  That  the  Public  Service  Commission  be  empowered  to  author- 
ize or  reasonably  require  the  extension  of  any  distributing  system, 
including  minor  transmission  lines,  to  anv  uuserved  territory  Avith- 
in  the  same  transmission  district,  notAvithstandiiig  that  such  un- 
served territory  is  within  the  territorial  charter  limits  of  another 
company.®^ 

(h)  That  the  poAver  of  the  courts  to  revieAv  the  ]>roceedings,  find- 
ings and  orders  of  the  Public  Service  Commission  be  by  statute  re- 
duced to  the  loAA-est  terms  consistent  Avith  the  limitations  of  the  State 
and  Federal  Constitutions. 

5.  To  secure  fair  and  justly  regulated  iutercliange  of  electric 
current  Avith  other  states  Ave  recommend: 

(a)  That  corporations  generating,  transmitting,  or  distributing- 
electric  current  in  Pennsylvania  be  proliibited  to  distribute  cmrrent 
in  another  state  at  retail  except  to  present  customers  in  quantities 
fixed  by  existing  contracts  or  to  iicaa'  customers  in  quantities  not 
greater  and  at  present  noiuts  of  delivery.®® 

(b'l  That  a like  prohibition  be  extended  to  deliveries  in  another 
state  at  Avholesale  OA’er  minor  interstate  lines  (i.  e.  those  of  less  than 
50.000  A’olts  or  25,000  kAv.  capacity  ) Avith  like  exceptions  as  to  de- 
liveries made  over  existing  minor  lines  to  ]>reseut  customers  in 
quantities  fixed  by  existing  contracts  or  to  ueAv  customers  in  quanti- 
ties not  greater  and  at  present  points  of  dcliA-ery.®® 

(c)  That  a like  proliibitiou  be  extended  to  Avholesale  deliveries 
in  another  state  oA-er  existing  or  future  major  interstate  lines  Avhich 
shall  not  have  been  authorized  by  ])ermit  from  the  Giant  PoAver 
Board  in  pursuance  of  an  interstate  compact  as  recommended  beloAV, 
with  like  exceptions  as  to  deliA’eries  oA’er  existing  major  lines  not  so 
authorizied:  that  the  enlargement  of  existing  mnmr  interstate  lines 
to  the  capacity  of  major  lines  Avithout  such  permit  be  ]irohibited  : 
and  that  the  construction  of  ucav  minor  interstate  lines  be  absolutely 
prohibited.'®® 

(dl  That  existing  contracts  by  any  such  corporation  being  a 
public  service  company,  or  by  any  other  entity  AvhatcA'er  defined  bA’ 
the  laAvs  of  Penusyh’ania  as  a public  service  company,  for  the  de.rivery 
in  another  state  of  current  transmitted  nr  conA'eyed  thltlier  from 
Pennsylvania,  shall  be  subject  to  regulation  and  reformation  by  the 
Public  Service  Commission  of  PennsylA’ania  to  ])reA’ent  disc-rimination 
in  facilities,  service  or  rates  in  favor  of  customers  in  other  states  and 
against  customers  in  PennsAdvania  also  that  future  conti-acts  of 
like  kind  by  all  such  ])ublic  service  cornorations  or  entities,  for 
delivery  oA-er  lines  not  autliorized  by  permit  as  recommended  beloAv 

s'n!t2.A  H.  R.  1047  Spo.  0 (h)  Spp  1026  S,  S4. 

<-'>i'.i-tpr  i-a-Iits  for  ina  lp(]iuitpl,v  sprvpd  tpn'itoi'y  Spo 

^•■‘''<>‘>5  'it'  R.  1044  Rpp.  4 and  ,7 
3“1025  II.  R.  10  H Spc.  0. 
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be  prohibited,  except  contracts  renewing  existing  contracts  without 
increase  of  the  quantity  to  be  delivered,  and  except  those  for  con- 
tinuing delivery  without  increase  of  quantity  to  existing  customers 
or  at  existing  points  of  delivery  also  'that  such  future  contracts 
not  so  prohibited  be  subject  to  regulation  and  refoi’mation  as  above 
recommended  for  existing  contracts.®® 

(e)  That  the  Giant  Power  Board  be  authorized  to  negotiate  with 
the  representatives  of  other  states  compacts  for  ratification  by  the 
legislatures  of  the  respective  states  and  for  approval  by  Congress 
under  Article  I,  Section  10,  paragraph  3 of  the  Federal  Constitution, 
for  the  regulation  of  interstate  electric  transmission  on  principles  of 
mutuality,  equality,  justice  and  efficiency;®^  also  to  grant  permits  for 
the  construction  of  major  interstate  lines  under  such  compacts.®® 

Respectfully  submitted, 

Gifford  Pinchot,  Governor 
George  W.  Woodruff,  Attorney  General 
Robert  Y.  Stuart,  Serfy  Forests  and  Waters 
Wm.  D.  B.  Aixey,  Chairman,  Public  Ser.  Comm. 
Frank  P.  Wtllits,  Fe&y  of  Agriculture 
Richard  H.  Lansburgh,  SeFy  Labor  and  IndMstry 
George  H.  Ashley,  State  Geologist 
Philip  P.  Wells,  Deputy  Attorney  General 
Robert  H.  Fernald,  Engineer 


Appendix  III. 

GIANT  POWER! 

By  Philip  P.  Wells 

Deputy  Attorney  General,  Gommomcealtli  of  Pennsylvania 

(A  plan  for  private  oionership  under  reaonable  and  attainable 
regulation  ) 

He  who  would  understand  the  power  problem  in  economics  and 
politics^ should  begin  with  the  address  of  Steinmetz  before  the 
Franklin  Institute  a dozen  years  ago.  With  masterly  clearness 
and  brevity  it  shoAv^ed  that  electricity,  by  giving  mankind,  for  the 
first  time  in  history,  the  means  of  transporting  energy,  Avould  create 
a neAV  economic  order.  It  foretold  not  only  the  regional  systems 
that  Ave  noAv  see  in  the  making,  but  also  the  future  nation-wide 
electric  network  Avhich  Avill  bring  poAver,  as  the  steamship  and 
railroad  bring  goods,  to  every  man’s  door,  in  any  desired  quantity, 
of  standard  form  and  quality,  and  at  standard  prices.  It  Avarned 
us  against  a . repetition  of  the  blunders  and  abuses  of  the  era  of 
railroad  expansion.  From  the  fact  that  electiucity  cannot  be  stored 


3D925  H.  E.  1046. 

3*192.5  H.  R.  1044  See.  3. 

^Reprinted  with  permission  from  National  Municipal  Review.  Vol.  XV,  No.  10.  October,  1926. 
^This  paper  contains  a brief  comprehensive  statement  of  the  Pennsylvania  Giant  Power  pro- 
posals of  1925  as  amended  in  the  bills  intrcxluced  in  the  Peimsj'lvania  Senate  in  1926. 
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it  flecliiced  the  unique  necessity  of  complete  monopoly  in  electric 
service,  because  when  all  power  demands  are  supplied  from  a single 
pool  of  power  Ave  haA’e  the.  maximum  diversity  of  use  and  thereby 
the  nearest  approximation  to  keeping;  the  equipment  busy  all  the 
time  (in  technical  terms  the  highest  “capacity  factor”). 

We  are  dealing  with  the  disposal  and  use  of  natural  resources  and 
the  supply  of  their  products  in  public  service.  Tlie  power  resources 
are  falling  water  and  coal  (for  in  a long  view  petroleum  and  natural 
gas  may  be  neglected).  Electric  current  generated  by  Avater  poAver 
and  that  generated  by  steam  are  identical  in  physics  and  econornics, 
but  under  our  laAvs  the  rights  of  the  pul)lic  oAcr  the  tAvo  ]iOAver 
sources  ai’e  A^ery  different.  What  is  AA'anted  is  a sound  economic 
plan  of  disposal,  use  and  regulation,  Avith  adequate  legal  devices  to 
make  it  effectiA’^e  both  as  to  water  poAA'er  and  as  to  coal  iiower. 

Running  Avater  is  not  susceptible  of  private  oAvnership,  and 
although  it  may  be  the  subject  matter  of  limited  priA^ate  rights  the 
soA'ereign  states  retain  large  poAvers  OA’er  it.  By  reason  of  the  federal 
authority  over  navigable  riA^ers  as  liigliAvays  of  interstate  commerce 
and  of  federal  land  ownershij)  of  the  Avater  poAver  sites  in  the  moun- 
tains of  the  West,  federal  license  is  necessary  for  the  deA’elopment 
of  three-fourths  of  the  uudeA^eloped  water  power  of  the  country. 
The  Federal  Water  PoAA'er  Act  of  1920,  by  imposing  conditions  on 
the  license,  has  set  up  a neAv  economic  policy. 

State  authorization  for  the  use  of  the  stream  is  the  flr.st  requisite 
for  a federal  license.  States  and  municipalities  are  pi’eferred  as 
licensees  to  all  other  applicants  and  exempted  from  rental  charges. 
Licenses  are  limited  to  fifty  years,  after  Avhich  the  site  and  Avorks 
may  be  “recaptured”  by  the  government  on  payment  of  the  net  in- 
vestment. Full  and  prompt  deA'elopment  is  required.  Licensees 
must  contribute  equitably  to  up-stream  storage  reservoirs  in  pro- 
portion to  the  benefit  of  increased  floAv  derived  from  them.  Private 
licensees  pay  a nominal  rent  plus  all  profits  iu  excess  of  a fair 
return  on  the  net  iiiA^estment.  They  must  submit  to  regulation  of 
rates,  serAuce  and  security  issues  by  the  proper  state  agency;  or 
by  the  Federal  PoAver  Commission  where  and  to  the  extent  that 
no  state  agency  is  empowered,  or  if  and  so  far  as  the  agencies  of 
two  or  more  states  disagree  as  to  the  regulation  of  the  output  in 
I interstate  commerce.  The  net  investment  must  be  taken  as  the  rate- 
Ibase  for  purposes  of  state  regulation  of  rates. 

' REGIONS  WITH  LITTLE  WATER  POWER 

I 

j The  greater  part  of  the  power  demand  of  the  northeastern  states 
must  be  supplied  by  coal  iioaa"  in  private  ownership.  Neither  state 
nor  nation  has  authority  over  its  disposal  like  that  over  AA'ater 
poAATr,  but  by  offering  liberal  charters  corporations  may  be  induced 
to  undertake  large  scale  power  development  in  the  coal  fields  for 
state  wide  supply,  and  to  these  charters  may  be  attached  conditions 
like  those  of  the  Federal  Water  PoAA'er  Act.  Proposed  legislation 
of  this  kind  in  Pennsylvania  Avould  alloAv  tlie  incorporation  of  giant 
power  companies  with  extraordinary  poAA’ers;  To  build  and  o]ierate 
generating  stations  of  great  size  in  the  coal  fields,  also  lines  of  very 
high  voltage  and  A’ery  great  capacity;  to  transmit  the  output  for 
sale  to  major  poAA'er  utilities  of  the  ordinary  type;  as  an  incident 
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to  tliese  operatioBS,  to  condemn  tease-holds  in  coal  deposits ; to 
condemn  other  ])roperty ; to  recover  by-products  ot  coal  before  bnrn- 
ing  and  sell  the  same;  to  sell  coal  as  a means  of  disposing  of  the 
higher  grades  while  reserving  the  lower  for  by;-prodnct  recovery 
and  power  production ; to  purchase  surplus  power  from  all  prodircers 
at  fair  prices  not  exceeding  the  cost  of  production  in  the  giant 
power  stations ; — all  these  powers  to  be  exercised  under  state  permits 
like  federal  Avater  poAver  licenses  (50  year  term,  recapture  at  the 
end  of  the  term  iipoii  payment  of  the  net  investment,  jDAiblic  control 
of  service,  security  issues  and  rates,  the  par  of  all  securities  issued 
not  to  exceed  the  net  investment,  the  fair  return  to  be  computed 
upon  the  net  investment  as  the  ‘‘rate-base,”  etc.). 

Giant  poAver  plants  (steam-electric)  so  operated  should  be  able, 
in  the  course  of  time,  to  carry  the  base-load  of  a state  having  little 
Avater  poAA-er,  such  as  Pennsylvania;  also  to  delher  energy  to  the 
major  transmission  systems  of  the  ordinary  type  at  a price  loAver 
than  the  present  cost  of  generation  in  the  relatively  small  units 
noAv  in  service. 


now  THE  SYSTEMS  SHOULD  BE  ORGANIZED 

Since  electric  service  is  essentially  a monopoly  Avhich  should  be 
regionally  organized  to  obtain  power  at  the  loAve.st  possible  cost  by 
constituting  each  region  a single  pool  of  poAver  into  Avhich  all  out- 
put is  poured  and  from  which  all  ])OAA’er  consumption  is  draAvn,  ])ub- 
lic  policy  should  seek  means  to  induce  or  compel  ]>ooling  and  to  con- 
trol the  resuulting  monopoly.  The  first  step  to  this  end  is  to  make 
each  state  a single  pool  of  power,  the  second  to  unite  the  state  pools 
in  a regional  pool.  To  obtain  a state-Avide  ]>OAver  pool  Avith  a minim- 
um of  interference  Avith  the  company  systems  that  have,  been  or  may 
hereafter  he  built  up,  each  state  shoiild  be  divided  by  administrative 
authority  into  districts,  upon  the  basis  of  existing  and  future  major 
transmission  lines,  so  that  every  acre  of  the  state  is  Avithin  some 
one  district.  Let  us  call  them  transmission  districts.  Upon  the 
operator  of  each  such  line,  Avhom  Ave  may  call  the  transmitter, 
should  be  imposed  the  duty  of  supplying  all  poAver  demands  Avithin 
his  transmission  district  through  local  public  service  distribution 
systems,  Avhether  OAvned  by  the  transmitter,  by  other  private  OAAUiers, 
or  by  the  public.  In  other  Avords  the  transmitter  Avill  be  a public 
utility  for  the  service  at  Avholesale  of  current  at  cost  to  all  dis- 
tril)ution  systems  in  the  district,  includng  his  OAvn,  Avithout  dis- 
(‘rimiuation  among  them.  He  may  generate  his  OAvn  current  but 
should  of  course  purchase  it  to  the  extent  that  he  can  obtain  it  in 
that  manner  more  -cheaply.  In  states  having  large  coal  deposits 
or  great  Avater  poAvers  his  base-'oad  requirements  can  probably  best 
be  met  by  reliance  upon  the  companies  engaged  in  mass  production 
at  the  soui’ce;  in  other  states  by  the  importation  of  the  output  of 
such  mass-producing  companies. 

U]ion  the  transmitter  should  be  imposed  the  further  duty  of  a 
C(unmon  purchaser  of  surplus  poAATr  from  all  producers  in  the  trans- 
mission district  to  the  amount  of  the  demands  by  the  local  distri- 
bution systems  upon  the  transmitter  and  at  rates  regulated  by  pub- 
lic authority,  but  in  no  case  higher  than  the  transmitter’s  oaam  cost 
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of  generation  or  the  cost  to  him  of  wholesale  current  from  mass  pro- 
ducers at  the  source. 

Thus  each  transmission  district  will  he  a pool  of  ])ov.'er  into  which 
all  j)ower  produced  therein  is  poured  and  from  wliich  all  demands 
are  supplied,  but  the  burden  of  supplying  territory  not  uoav  served, 
will  be  generally  left  to  local  initiative  in  the  construction  and  oj)- 
eration  of  local  distribution  systems.  All  these  district  pools  will 
be  united  in  a single  state-wide  pool  by  interconnection  Avith  each 
other  and  with  the  mass  producers  at  the  source. 

The  prob'em  of  unserved  territory  is,  in  the  main,  the  problem  of 
rural  electric  service.  i\[ost  of  this  territory  is  within  the  monopo- 
listic charter  limits  of  companies  Avhich,  as  a matter  of  fact,  are 
not  serving  it.  \Aliether  the  charter  holders  cannot  or  will  not  seiwe 
it  is  immaterial.  Charters  should  be  annulled  as  to  territory  not 
served  and  not  likely  to  be  served  in  the  near  future,  this  by  ad- 
ministrative procedure  after  due  notice  and  hearing.  This  Avould 
put  an  end  to  speculation  in  paper  charters  by  destroying  their 
nuisance  value.  It  would  deprive  the  charter-holder  of  nothing 
substantial  that  he  should  rightfully  have. 

As  to  territory"  remaining  within  charter  limits,  the  company 
should  be  required  to  serve  it  at  cost.®  To  this  end  the  j)ublic  serv- 
ice commission  should  standardize  the  duty  of  making  extensions, 
including  the  contribution,  if  any,  to  construction  cost,  that  should 
be  made  by  the  persons  served;  and  should  also  standardize  both  the 
form  and  the  amount  of  the  rates  to  l)e  paid  for  the  service.  Its 
authoiuty  should  be  enlarged  by  statute  to  the  extent  necessary  for 
these  purposes. 

As  to  territory  not  chartered,  or  within  limits  Avliere  former  char- 
ter rights  are  annulled,  the  burden  of  distribution  should  be  throAvn 
on  local  enterprise.  The  state  should  authorize  the  creation  of  rural 
electric  districts  for  the  service  of  their  inhabitants  under  local 
public  ownership,  these  to  have  taxing  and  borroAving  power;  also  of 
mutual  electric  companies  for  the  service  of  their  members,  and  in- 
cidentally of  others,  upon  the  co-operative  principle  (one-man-one- 
vote;  division  of  profits  among  members  in  proportion  to  consump- 
tion of  poAver).  To  each  such  locality  should  be  left  the  choice 
between  the  district  form  and  the  co-operatiA’e  form  of  local  organi- 
zation. The  transmitter  should  be  required  to  serve  current  at 
wholesale  to  both  rural  electric  districts  and  mutual  electric  com- 
panies at  the  average  cost  to  the  transmitter  of  generation  (or  pur- 
chase) and  transmission  OA'er  his  whole  system,  plus  such  additional 
payment  as  may  be  equitable  in  cases,  if  any  there  l)e,  where  service 
to  the  rural  company  loAvers  the  capacity  factor  of  the  transmitter. 

EFFECTIVE  RECxULATION 

The  beneficial  AA’orking  of  a priAvately  ovmed  state-AA'ide  power  pool 
so  constituted  depends  on  effectiAT  regulation.  Under  this  head  no- 
table changes  in  existing  practice  are  essential  to  success.  As  an 
initial  step  many  matters  not  now  generally  Avitb.in  the  scope  of 
regulation  should  be  brought  under  it.  The  restriction  of  commis- 
sion jurisdiction  to  the  regulation  of  ojierating  companies  oidy  is  a 
serious  defect.  Upon  AA’hat  principle  is  an  oAvner  of  facilities  which 
he  has  dedicated  to  the  public  service  and  leased  to  an  oprator,  thus 
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avoiding  all  risk  and  responsibility,  exempted  from  the  restriction 
of  his  protit  to  a fair  return?  How  can  there  be  effective  regulation 
wlien  the  real  corporate  anthority,  the  holding  company,  hides  be- 
liind  the  operating  company  and  so  escapes  all  responsibility?  Lessor 
coni])anies  and  holding  companies  mnst  be  brought  within  the  scope 
of  regnlations;  also  contracts  of  promotion,  construction  and  broker- 
age. Continning  contracts  of  lease,  management  and  the  like  mnst 
l)c  brought  under  continning  sn];ervision  by  empowering  the  pnblic 
service  commission  to  reform  them  as  justice  lo  tJie  jiarties  and  the 
pnb  Ic  may  from  time  to  time  recpiire. 

Coming  to  the  regnlation  of  the  operator  as  to  service,  security 
issues  and  rates:  With  respect  to  service  the  anthority  of  the  state 
commissions  comes  nearest  to  adequacy,  yevertheless  the  Pennsyl- 
vania Electric  Association  recently  denied  the  anthority  of  the  com- 
mission to  exer*cise  its  initiative  by  standardizing  the  dnty  of  the 
companies  to  extend  service  to  fanns  and  the  duty  to  p)ay  tlie  whole 
or  a part  of  the  construction  cost  of  tlie  extensions.  Such  anthor- 
ity and  initiative  should  be  put  beyond  the  question  by  whatever 
statutory  amendments  may  be  necessary. 

RATE  BASE  MUST  BE  CLARIFIED 

A fundamental  defect  in  the  present  method  of  rate  regulations  is 
the  rule  imposed  by  the  supreme  court  of  the  United  States  whereby 
the  base  upon  which  the  company's  ‘‘fair  return"’  is  to  be  estimated 
by  the  state  commissions  in  rate  making  is  not  the  amount  invested 
in  the  property  but  its  value  at  the  time  of  regnlation.  The  “rate- 
base”  is  a variable,  tlnctuating  vdtli  every  increase  of  land  and  re- 
source value,  every  hypothetical  change  in  current  construction 
costs  for  labor  and  for  the  material  found  in  the  structures  and 
equipment  at  the  time  of  regulation.  In  making  this  far-fetched  de- 
duction from  the  clause  of  the  Fourteenth  Amendment  to  the  federal 
constitution  which  forbids  the  states  to  deprive  any  person  of  life, 
liberty  or  jn-operty  without  due  p*rocess  of  law,  the  supreme  court 
Avas  conveniently  vague  as  to  the  method  of  computing  ])resent  value. 
It  enumerated  a list  of  elements  of  value  Avliich  must  be  considered, 
even  including  among  them — an  economic  absurdity — the  par  value 
of  outstanding  securities.  But  subsequent  decisions  and  practice 
liave  emphasized  more  and  more  reconstruction  cost  less  deprecia- 
tion. until  rate-making  by  commissions  has  come  to  turn  almost  ex- 
clusively upon  an  estimate  of  the  cost,  as  of  the  time  of  regnlation, 
of  initiating  the  enterprise,  acquiring  the  ])roperty  and  reconstruct- 
ing the  work,  together  with  an  estimate,  as  of  the  said  time,  of  the 
deduction  to  be  made  for  depreciation.  Upon  the  rate-base  so  esti- 
mated, the  commission  fixes  a rate  estimated  to  yield  in  the  future 
a.  sum  equivalent  to  estimated  oper.ation  and  maintenance  charges 
pins  proper  fixed  charges  pins  estimated  depreciation  allowances 
]dns  a fair  return  on  tlie  rate-base.  This  fair  return  tends  to  become 
a constant  percentage  of  the  variable  rate-base,  as  for  example  in 
Ibmnsylvania  seven  ]>er  cent. 

Of  this  valuation  procedure  1 have  elsewhere  said:  “Such  a method 
of  determining  the  ra.te-Jl>ase  is  extrenudy  dillicult,  slow.  cosHa,  un- 
certain, hyjjothetical,  jirovocative  of  controversy  in  the  making  and 
unstable  when  made.  It  wastes  in  exjienses  and  fees  of  attorneys 
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and  valuation  engineers  money  wliieli  tlie  consumers  ultimately  ]>ay. 
It  wastes  something  far  more  important  still — the  time,  enei-gy  and 
attention  of  managers,  public  service  commissioners  and  others 
which  ought  to  be  devoted  to  improving  the  service.  It  fosters  mis- 
understanding and  ill  will.  It  should  be  rei)laced  by  a method  easy, 
prompt,  cheap,  certain  and  factual.” 

For  a convincing  exposition  of  the  fallacies,  legal  and  economic, 
underlying  the  valuation  method  of  estimating  the  rate-base,  the 
reader  is  referred  to  the  dissenting  opinion  of  Mi*.  Justice  Brandies 
in  Southwestern  Bell  Telejihone  ('om])any  vs.  Public  Service  rom- 
mission,  2(i2  V.  S.  270.  200.  I will  not  i-epeat  his  reasoning  here  ex- 
ce]»t  to  point  out  that  this  method  is  pregnant  with  disaster  to  the 
companies  and  to  their  service  in  a period  of  falling  prices. 

But  even  if  the  valuation  procedure  were  wholly  sound  in  economic 
and  legal  theory  it  should  nevertheless  be  discarded  for  the  simple 
practical,  reason  that  is  cannot  be  worked.  Our  need  is  for  a pro- 
cedure tending  to  exert  constant  jiressure'upon  every  company,  tak- 
ing the  place  of  the  pressure  of  competition  in  non-monopolistic 
business  which  may  be  likened  to  the  constant  and  all  pervasive 
pressure  of  the  air  in  the  physical  world.  Multiply  the  personnel 
and  expenditure  of  the  commissions  by  twenty,  and  by  a much 
higher  factor  the  controversial  waste  of  ability,  energy  and  the  con- 
sumer’s money  (for  in  this  kind  of  litigation  he  pays  nut  only  his 
own  lawyers  and  engineers  but  the  company’s  too)  and  yet  the  com- 
missions could  never  get  around  to  constant  regulation  of  the  i-ates 
of  all  utilities  in  the  state.  In  other  words  the  iitilities  on  the  aver- 
age fix  their  own  rates  without  any  regulation,  say  nineteen-twen- 
tieths of  the  time. 

NEW  CHARTERS  GIVE  OPPORTUNITY  TO  GOVERNMENT 

Xotwithstanding  the  finality  of  federal  supreme  court  decisions 
until  the  court  achieves  a better  mind,  there  is  a way  of  esca]>e 
0]ien  to  the  states  which  they  have  successfully  followed  before  in 
other  matters.  The  coi’iiorate  form  of  organization  is  essential  to 
public  utility  business.  The  coi’poration  is  a creature  of  the  state 
and  the  creator  could  -destroy  its  creature  by  charter  repeal,  thus 
throwing  the  ownership  of  the  utility  property  back  into  the  copart- 
nership form.  All  the  states  escaped  the  intolerable  consecpiences  of 
the  Dartmouth  College  Case,  which  declared  corporate  charters  to 
be  contracts  between  the  state  and  the  corjioration,  inviolable  under 
the  clause  of  the  federal  constitution  forbidding  the  states  to  make 
any  law  impairing  the  oldigation  of  contracts.  They  did  so  by  em- 
bodying in  all  future  charter  contracts  an  express  provision  reserv- 
ing to  the  state  the  right  to  repeal  tb.e  charter. 

. But  repeal  of  power  coraiiany  charters  at  this  time  is  unnecessary 
and  unwise.  New  charters  of  merger,  consolidation,  etc.,  are  re- 
quired by  the  ])rocess  of  regional  organization  u.ow  in  full  tide. 
Moreover,  the  com]>anies  have  great  need  to  exercise  the  right  to 
condemn  property  (eminent  domain)  which  right  they  must  get 
ifrom  the  state.  Therefore,  to  impose  a ride  of  rate-base  determina- 
ii>lti('n  sound  in  economics  and  practical  in  working,  the  state  needs 
niBonly  to  refuse  new  charters  except  upon  a condition  that  the  com- 
‘(•pany  accept  the  new  rule  as  a condition  of  its  charter  or  as  a con- 
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tract  condition  upon  the  future  exercise  of  the  right  of  eminent  do- 
main or  upon  the  acceptance  of  other  aid  from  the  sovereignty  of 
the  state  or  its  political  subdivisions. 

For  this  there  is  precedent  in  the  Federal  Water  Power  Act  which 
requires  the  licensee  to  contract  with  the  federal  government  that  liis 
rate-base  for  the  purpose  of  state  regulation  shall  be  his  actual  net 
investment  in  the  project  as  shown  by  his  books  under  strictly  su- 
])ervised  and  revealing  accoxinting.  This  is  the  ‘^prudent  invest- 
ment” of  Justice  Prandies’  phrasing.  As  to  existing  investments  a 
valuation  would  have  to  be  made  as  of  the  date  when  the  new  system 
went  into  effect. 

SECURITY  ISSUES  AND  FAIR  RETURN 

Future  security  issues  should  be  regulated  by  the  states  so  that 
the  par  of  outstanding  securities  should  at  all  times  equal  the 
rale-base.  This  also  is  a rule  set  up  by  the  Federal  Water  Power 
Act,  and  the  settled  rule 'in  Massacliusetts  for  a generation  has  been 
similar.  It  is  demanded  by  the  necessity  for  public  knowledge  of  and 
good  will  toward  this  vital  public  business.  Xo  constitiitional  ob- 
stacles stand  in  the  way  of  its  adoption.  It  automatically  bars  “no- 
par”  stock.  Non-voting  stock,  carrying  as  it  does  the  possibility  of 
complete  separation  of  risk  from  control  and  from  the  entei*priser’s 
profit,  should  be  strictly  limited  so  tliat  the  total  par  of  non-voting 
securities,  whether  stock  or  bonds,  should  not  exceed  a safe  fraction 
— say  tu'o  thirds — of  the  net  investment.  Under  the  procedure  pro- 
posed the  rate-base  and  the  par  value  of  outsfanding  securities,  ex- 
cept as  increased  fi*oni  time  to  time  by  new  investment,  would  be  a 
constant  quantity  instead  of  a variable  as  at  present. 

The  fair  return,  on  the  other  hand,  should  be  a variable  instead 
of  being  approximately,  and  illogically,  constant  as  at  present.  For 
the  fair  return  we  can  find  a gauge  or  governor,  almost  automatic, 
responding  almost  constantly  to  the  economic  lu’essure  of  the 
moment.  Ileflection  upon  Steinmetz’  address  before  the  Franklin 
Institute,  and  upon  general  economic  principles,  will  carr,y  convic- 
tion fliat  the  test  of  rates  as  to  fairness  to  the  investor  and  the 
public  is  wliether  or  not  they  will  yield  enough,  and  no  more  than  is 
necessary,  to  attract  to  a well  managed  enterprise  the  constant  in- 
flow of  capital  investment  necessary  for  the  healthy  expansion  of  the 
Imsiness  to  meet  public  demands  for  service.  That  is  not  a ques- 
tion to  be  determined  by  elaborate  inventory,  hypothetical  assunqi- 
tion,  time-consuming  estimate  and  expensive  controversy.  It  is  a 
question  of  economic  fact  to  wliicli  the  security  market  gives  a daily 
answer.  For  liere,  at  last,  the  public  utility  business  is  not  monopo- 
listic but  competitive.  It  must  compete  for  capital  in  the  security 
inarket. 

Therefore,  upon  the  rate-base  shown  by  the  company's  books 
(“net  investment'’)  tlie  commission  should  from  time  to  time  fix  a 
rate  estimated  to  yield  in  tlie  immediate  future  a sum  equivalent 
to  fixed  charges  plus  o-peration  and  maintenance  charges  and  proper 
de]ireciation  allovcances  (estimated  in  the  same  way  as  under  the 
present  procedure)  iplus  such  amount  as  Avould  enable  the  company 
to  pay  dividends  at  a rate  sufficient  to  keep  its  stock  s ightly  above 
par  in  the  mai’ket.  For  tliis  standard  of  a fair  refurn  we  liave  a 
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precedent  in  the  widely  heralded  action  and  argument  of  the 
Amei'ican  Telephone  and  Telegraph  Company  sliortly  after  the 
Great  War.  An  increase  of  the  dividend  rate  from  eight  to  nine 
per  cent  was  proiposed  on  the  ground  that  at  the  old  rate  the 
stock  was  below  par  and  new  stock  conld  not  be  sold  at  par  to 
meet  the  needs  of  the  company  and  the  public  for  new  facilities. 
Tlie  diyidend  was  therefore  advanced  to  nine  per  cent,  tlie  stock 
responded  by  rising  slightly  aboye  ]>ar.  and  a large  issne  of  new 
stock  was  offered  by  the  company  and  taken  by  tbe  investing  public. 

So  much  for  rate  regnlation  in  general — the  .“fair  return.”  The 
task  of  rate  classification,  equitable  adjustment  among  different 
classes  of  nsers,  remains.  The  classes  shonld  be  few  and  simple 
so  that  the  public  may  understand  this  public  business.  The  rate 
for  each  class  should,  in  general,  be  based  on  tlie  comparative  cost 
of  generation,  transmission  and  distribution,  separately  coniputed, 
and  properly  chargeable  to  each  class.  But  nevertheless  a discount 
should  be  allowed  for  off-peak  loads'^  in  order  to  increase  the  cap- 
acity factor  and  so  loAver  the  cost  to  all  users.  All  question  of 
further  adjustment  to  secure  social  ends,  snch  as  decentralization 
of  population,  may  avcH  be  postponed  until  exqierience  has  shown 
the  effects  of  such  an  application  of  the  cost  principle.  The  com- 
missions should  be  given  authority  and  initiative 'for  the  standardi- 
zation of  i*ate  structure  and  of  rates  by  classes. 

Finally,  court  review  of  the  commission’s  action  should  be  cut 
down  to  the  lowest  limits  consistent  with  the  protection  of  con- 
stitutional rights.  Only  when  the  company  is  deprived  of  a fair 
return  on  its  business  as  a whole  shonld  the  courts  intervene. 

INTERSTATE  COMPACT 

So  much  for  regmlation  within  each  state  wide  power  pool.  But 
the  regional  power  organization  must  include  a number  of  states, 
at  least  in  the  northeast.  That  is  to  say,  regional  organization 
involves  interstate  commerce  not  within  the  regulatory  authority 
of  any  single  state.  Federal  regulation  of  interstate  commerce,  by 
regions,  differing  as  among  the  several  regions,  though  perhaps  not 
unconstitutional,  is  unattainable. 

The  states,  however,  may  secure  it  by  compacts  among  them- 
selves made  effective  by  the  consent  of  congress  as  jprovided  in  the 
federal  constitution.  It  would  seem  necessary  to  set  up  by  inter- 
state compact  regional  regulatory  commissions.  They  should  apply 
the  same  principles  of  regnlation  as  those  above  outlined  for  the 
states.  They  should  have  exclusive  jurisdiction  over  all  public 
utility  power  companies  doing  any  interstate  business,  but  the 
companies  should  have  the  option  to  segregate  their  interstate 
transmission  business  into  separate  corporate  ownershijp,  and  the 
states  should  have  authority  to  compel  such  segregation,  thus  limit- 
ing the  jurisdiction  of  the  regional  commission  to  the  lowest  tenus. 
The  regional  commission  shonld  also  have  power  to  prevent  dis- 
crimination in  wholesale  rates  and  service  against  the  interstate 
power  utilities  in  favor  of  those  operating  wholly  within  any  one 
state. 

■>i.  e.  night  loads  in  Pennsylvania  tbe  state-wide  pool  created  by  the  measures  here  proposed 
would  cari-y  its  peak-lpad  in  the  morning. 


38 


To  guard  against  the  evils  of  irresponsible  holding  companies  the 
coniinission  of  each  compact-bound  state  should  liave  'po-wer  to 
compel  the  production,  from  any  'place  within  the  region,  of  evi- 
dence, ,includling  accounts  and  othor  documents,  as  to  holding 
companies  incorporated  in  any  other  compact-bound  state ; and 
the  voting  of  stock  in  an  owning  or  operating,  company,  of  any 
compact-bound  state  by  a holding  company  not  incorporated  in  one 
of  the  compact-bound  states,  or  by  any  director,  officer  or  agent 
of  such  a holding  company,  should  be  prohibited. 

Given  such  a system  of  state  and  regional  regulation,  adequate 
universal  electric  service  on  terms  fair  to  tlie  investor  and  to  the 
public  could  be  expected  under  private  ownership. 


Appendix  IV. 

THE  GTAXT  POWER  BILLS^ 

PRETtACTORY  NOTE 

In  1925,  at  the  i*egular  .session  of  the  General  Assembly,  19  bills 
embodying  the  Giant  Power  legis'ative  proposals  were  introduced 
in  the  House  of  Representatives.  These  bills  were  numbered  from 
1043  to  1057  inclusive,  and  from  1360  to  1363  inclusive. 

At  the  Extraordinary  Session  in  1926,  7 bills  Avere  introduced 
in  the  Senate.  These  correspond  Avith  7 of  the  House  of  Representa- 
tWe  Bills  that  had  been  used  in  1925.  The  Senate  Bills  Avere  num- 
bered from  31  to  37  inclusiA’e. 

Senate  Bill  31  corresponds  to  House  Bill  1043 

Senate  Bill  32  corresponds  to  House  Bill  1056,  Sections  1 and  2 

and  1051,  Sections  3,  4 

and  5. 

Senate  Bill  33  corresponds  to  House  Bill  1361 

Senate  Bill  34  corresponds  to  House  Bill  1047 

Senate  Bill  35  corresponds  to  House  Bill  1363 

Senate  Bill  36  corresponds  to  House  Bill  1057 

Senate  Bill  37  corresponds  to  House  Bill  1054 

To  prevent  tiresome  repetition  definitions  common  to  two  or  more 
of  tile  Giant  PoAver  Bills  are  printed  at  the  beginning  of  this  com- 
pilation under  the  heading  ‘‘Standard  Definitions”  an  are  not  re- 
peated in  the  several  bills,  Avliere  the  reader  AviP  find  their  places 
supplied  by  references  to  the  Standard  Definitions.  Those  defini- 
tions which  appear  in  onl}’  oue  bill  are  retained  there. 

In  tills  comiAilation  the  bills  are  further  abbreviated  by  sub- 
stituting a brief  descriptive  title  for  the  full  title. 

FolloAving  the  “Standard  Definitions”  the  7 Senate  Bills  of  1926 
are  printed  with  notes  shoAving  hoAV  they  differ  from  the  correspond- 
ing House  Bills  of  1925.  After  these  folloAv  the  House  Bills  of 
1925,  Avhich  had  no  corresponding  Senate  Bills  in  1926. 


(!)  Compiled  by  B.  E.  Haines. 
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The  form  and  number  of  the  orginal  bills  is  in  part  due  to  the 
provisions  of  the  Constitution  of  I’ennsylvania  requiring  the  sub- 
ject of  every  bill  to  be  stated  in  its.  title  and  forbidding  the  treat- 
ment of  more  tlian  one  subject  in  aiij'  one  bill. 

/ 

A.  STAADAED  DEFINITIOXS 

Used  m the  Giant  Power  P>ills  of  1925  and  1926,  With  Notes  Showing  Changes 
in  the  Definitions  used  in  the  1926  bills  from  those  used  in  the 
eorresyonding  1925  bills. 

The  figures  in  brackets  following  each  definition  refer  to  the 
bills  in  which  the  definition  appears. 

“S"  indicates  that  the  bill  was  introduced  in  tbe  Senate. 

‘Till”  indicates  that  the  bill  was  introduced  in  .the  House. 


The  ‘“additional  fair  value’’  of  the  property  of  an  electric  utility 
on  any  day  of  computation  means:  first,  the  fair  value,  as  of  the 
thirty-first  day  of  December  one  thousand  nine  hundred  and  twenty- 
five,  of  the  property  of  such  electric  utility,  if  any,  used  and  useful 
in  its  public  service  on  said  tliirfy-first  da^',  which,  on  the  day  of 
comiiutatiou  was  so  used,  and  had  until  then  been  maintained  so 
that  its  condition  of  useableness  on  said  thirty-first  day  and  its 
expectation  period  of  useableness,  as  of  said  thirty-first  day  re- 
mained uudiminished  on  the  day  of  computation,  or,  if  not  so 
uudiminished,  the  “additional  fair  value  ’ means,  such  fair  value, 
as  of  said  thirty-first  day,  less  the  cost  estimated  by  the  Commission 
as  of  the  day  of  computation  of  restoring  such  property  to  said 
standard  of  maintenance,  or  second  any  sum  agreed  upon,  in  lieu, 
of  such  computation  by  the  Commission  and  such  utility  before,  on, 
or  after,  and  as  of  the  dav  of  computation.  (1925  HE  lUll;  192G 
S 34.)  ■'  , * 

‘‘Board”  means  the  Giant  Power  Board  in  the  Department  of 
Forests  and  Waters.  (1925  HE  1044,  1047,  1048,  1051,  1052,  1054, 
1057,  1361,  1362,  1363;  1926  S 32,  33,  34,  35,  36,  37). 

“Commission”  means  the  Public  Service  Commission  of  the  Com- 
monwealth of  Penn.sylvauia.  ( 1925  HE  1047,  1054,  1057,  1361,1363 ; 
1926  S 33,  34,  35,  36",  37.) 

“Common  carrier  transmission  company’’  means  a corporation  in- 
corporated under  the  laws  of  this  Commonwealth  for  the  common 
carriage  from  all  shippers  to  public  service  distribution  systems 
of  electric  current  for  light,  heat,  and  power,  or  any  of  them.  (1925 
HR  1047,  1057,  1361,  1363 ; omitted  in  1926.  i 

“Connecting  carrier’’  means  the  operator  of  a public  service  trans- 
mission system  in  Pennsylvania,  or,  so  far  as  from  time  to  time 
authorized  by  law,  in  other  states,  operating  under  an  obligation  to, 
or  offering  and  able  to,  receive  from  the  operator  of  such  a system 
obligated  as  a common  carrier  by  this  Act,  to  transmit,  and  to 
deliver  electric  current  on  its  way  between  the  shii)per  and  the 
consignee.  (1925  HE  1057,  omitted"  in  1926.) 

.“Consignee”  means  the  operator  of  a public  service  distribution 
system  in  Pennsylvaiiia,  designated  by  the  shipper  to  receive,  and 
willing  and  able  to  receive  current  from  a major  public  service 
transmission  system  operating  as  a common  carrier  under  this  Act. 
(1925  HR  1057;  omitted  in  1926.) 
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“Distribution  system'’  means  a line  or  a number  of  substantially 
parallel  lines  of  wire  or  cable  constituting  one  or  more  electric 
circxiits  or  an  electrically  interconnected  network  of  such  lines  and 
the  appurtenant  structures  whether  or  not  any  of  such  lines  be  a 
transmission  line  all  operated  as  a^  unit  iinder  one  buisness  controD 
for  the  main  purpose  of  delivering  directlj^  to  consumers  electric 
current  for  light,  heat,  and  power,  or  any  of  them.  (1925  HR  1047, 
1054,  1057,  1361,  1363;  1926  S 32,  33,  34,  35,  36,  37.) 

“District  territory”  means  all  the  land  included  vvithin  an  in- 
corporated electric  district.  (1925  HR  1361;  1926  S 33.) 

“Electric  meeting”  of  an  incorporated  electric  district  means  a 
meeting  of  tlie  qualified  distnict  electors  of  such  district  held  under 
and  deriving  its  power  from  this  Act.  (1925  HR  1361;  1926,  S 33.) 

“Electric  utility’’  means  any  corporation  or  municipality  author- 
ized xinder  the  laws  of  this  Commonwealth  to  generate,  transmit,  and 
or  distribute  in  public  service  electric  current  for  light,  heat,  and 
])ower,  or  any  of  them,  and  any  person,  partnership,  or  association, 
owning  or  operating  facilities  for  such  generation  transmission,  and 
or  distribution  of  the  same.  (1925  HR  1047;  1926  S 34.) 

“Existing”  means  existing  at  the  time  of  the  enactment  of  this 
Act.  (1925  HR  1044;  omitted  in  1926.) 

“Freehold  land”  of  a qualified  district  elector  of  an  incorporated 
electric  district  means  land  in  such  district  as  to  which  such  elector 
holds  title,  or  record  evidence  of  title,  to  a freehold  estate  therein.® 
(1925  HR  1361,  see  foot  note;®  1926  S 33.) 

“Future”  means  coming  into  existence  after  the  enactment  of 
this  Act.  (1925  HR  1044;  omitted  in  1926.) 

“Giant  power  company”  means  a‘‘  corporation  organized  under 
the  laws  of  this  Commonwealth  for  tlie  following  purposes,  when, 
to  the^extent,  and  as  authorized  thereto®  by  permit  in  writing  from 
the  Giant  PoweH  Board,  namely: 

The  generation  for  public  service  of  electric  current  by  means 
of  steam  in  stations  of  not  less  than  three  hundred  thousand  kilo- 
watts capacity  located  in  or  near  a coalfield; 

The  purchase  for  public  service  of  surplus'  electric  current  from 
the  producers  or  owners  thereof; 

The  supply  of  electric  current  so  generated  or  purchased  exclu- 
sively to  public  service  transmission  lines  of  others;® 

The  transmission  of  electric  current  so  generated  or  purchased 
from  such  stations,  or  from  the  point  of  receipt,  over  lines  of  not 
less  than,  one  hundred  and  ten  thousand  volts  pressure,  to  a point 
or  points®  of  connection  with  iDublic  service  transmission  lines  of 
others 


’The  word  “business”  was  included  in  1925  PI.  R.  1054. 

2The  words  “under  one  business  control”  were  omitted  in  1925  FT.  R.  1054. 

3“as  to  which  such  elector  holds  title,  or  record  evidence  of  title,  to  a freehold  estate 
therein”,  was  substituted  for”  a freehold  estate  in  which  such  elector  holds  title,  or  record 
evidence  of  title,”  in  1925  H.  R.  13G1. 

•^“any”  was  substituted  for  “a”  in  1925  H.  R.  1051  and  1926  S.  37. 

®“thereio”  was  omitted  in  1925  H.  R.  1051. 

c“Giant  power”  wa-s  omitted  in  1925  H.  R.  10'51,  1054  and  1926  S.  37. 

’“surplus”  was  omitted  in  1925  H.  R.  1051,  1054  and  1926  S.  37. 

® “transmission  lines  of  others”  was  substituted  for  “distribution  system”  in  1925  H.  R, 
1047,  1051.  1054,  1057,  1361,  136,3,  1048,  1052. 

®“or  poinls”  was  omitted  in  H.  R.  1925,  1047,  1057,  1362,  1363,  1048,  1052,  and  1926 
S.  34,  36. 

9“or  points”  was  omitted  in  1925  H.  R.  1047.  1057,  1361,  1362,  1863,  • 1048,  1052,  and 
1926  lines  for  carriage  thence  to  such  distribution  systems”  in  all  1925  bills. 
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As  incidents  to  sncli  generation;  The  purchase  and  mining  of  coal, 
the  recovery  and  sale  of  coke,  gas,  tar,  ammonia,  and  other  by-products 
of  coal  before  steam  raising,  the  mannfactnre  and  sale  of  chemicals, 
the  sale  of  coal  more  suitable  for  by-producting  or  other  use“  else- 
where than  at  such  generating  stations,  the  construction,  operation, 
and  maintenance  of  works  for  the  storage  and  cooling  of  water,  or 
either  of  them,  for  steam  raising  or  steam^^  condensation,  or  both. 
(1925  HR  1047,  1051,  1054.  1057,  1361,  1363,  see  foot  notes;  1926  S 
34,  36,  37,  HR  1362,  1048,  1052.) 

“Giant  power  permit”  means  a permit^®  issued  by^‘^  tlie  Boat'd  to 
a giant  power  companj",  authorizing  the  exercise  of  its  corporate 
powers  to  the  extent  therein  fixed  and  subjected  to  conditions  there- 
in imposedd“«  (1925  HR  1051;  1926  S 32.)  (HR  1362  1054,  1048, 
1052.) 

“Giant  power  transmission  line”  means  a transmission  line  of  a 
giant  poAver  company  authorized  lij'  a giant  potver  permit.  (1925 
HR  1048,  1052;  omitted  in  1926.) 

“Incorporated  electric  district”  means  a district  established  under 
this  Act  for  the  distribution  to  the  public  therein  of  electric  current 
for  light,  heat,  and  power.  (1925  HR  1361;  1926  S 33.) 

“Interstate  line”  means  a transmission  line  constructed,  main- 
tained, or  operated  across  the  boundary  of  this  Commonwealth,  or 
within  this  Commonwealth  to  a point  of  connection  on  such  bound- 
ary with  a transmission  line  in  another  state  or  country.  (1925 
HR  1044;  omitted  in  1926.) 

“Licensed  line”  means  an  interstate  line  operating  in  pursuance 
of  a license  under  Section  4 of  this  Act.  (1925  HR  1044;  omitted 
in  1926.) 

“Major  line”  means  a transmission  line  operated  or  suitable  to  be 
operated  under  a pressure  of  fifty  thousand  volts  or  more,  or  having 
a capacity  of  twenty-five  thonsand  killoAvatts  or  more.  (1925  HR 
1051,  1057:  1926  S 32,  36.)  (HR  1044) 

“Major  transmission  system”  means  a transmission  system  any 
transmission  line  in  which  is  a major  line.  (1925  HR  1057;  1926 
S 36.) 

“Minor  line”  means  a transmission  line  Avhich  is  not  a major  line. 
(1925  HR  1044;  omitted  in  1926.) 

“Mutual  electric  coni])any”  means  a corporation  organized  under 
the  laAvs  of  this  CommoiiAvealth  for  the  distribution  of  electric  cur- 
rent for  light,  heat,  and  power,  or  any  of  them  to  the  stockholders 
and  incidently  to  others.  (1925  HR  1361;  1926  S 33.) 

“Net  im^estment”  in  a project  means  the  actual  legitimate  original 
cost  thereof,  plus  similar  costs  of  additions  thereto  and  betterments 
thereof,  minus  the  sum  of  the  following  items  properly  allocated 
thereto,  if  and  to  the  extent  that  such  items  have  been  accumulated 
during  the  period  of  the  permit  from  earnings  in  excess  of  a fair 
return  on  such  investment:  (a)  Unappropriated  surplus,  (b)  aggre- 
gate credit  balances  of  current  depx'eciation  accounts,  and  (c) 

>*“or  other  use”  'was  omitted  in  all  1925  hills. 

i=The  word  “steam”  was  omitted  in  1925  H.  R.  1047,  1301,  1.3G3,  13G2,  1048,  1052. 

’^Tlie  ivords  “under  this  Act”  were  included  in  1925  II.  E.  10.54  and  192C  R.  37. 

J-iTlie  words  “issued  by”  were  substituted  for  “from  the”  in  1925  H.  E.  13G2,  1052. 

’“The  -words  “authorizing  the  exercise  of  its  corporate  powers  to  the  extent  therein  fixed 

and  subject  to  conditions  therein  imposed”  were  omitted  in  1925  H.  R.  1054  and  1026  S.  37. 

’“The  "words  “to  the  extent  therein  fixed  and  subject  to  the  conditions  therein  imposed”  were 
substituted  for  “for  the  purposes  of  any  of  them  enumerated  in  the  foregoing  definition  of  a 
Giant  Power  Company”  in  1925  H.  R.  13G3,  1048, 
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aggregate  appropriations  of  surplus  or  income  held  in  amortization, 
sinking  fund,  or  similar  reserve,  or  expended  for  additions  or  bet- 
terments or  nsed  for  the  purpose  for  which  such  reserves  were 
created.  The  term  “cost”  shall  not  include  expendihires  from  fiinds 
obtained  through  donations  bv  the  Commonwealth,  municipalities, 
individuals,  or  others.^"  (1925  HK  1054;  1926  S 37.)  (Compare 
witli  the  folloAving.) 

The  “net  investment”  is  an  electric  iiti  ity  on  any  day  of  compu- 
tation means  the  actual  legitimate  original  cost  incurred  on  and 

after  the  first  day  of  Januaiw,  one  thousand  nine  hundred  and , 

of  the  property,  including  additions  and  betterments  of  such  electric 
utility  used  in  its  public  service  on  the  day  of  computation.  Pro- 
vided: That  every  electric  utility  shall  maintain  its  facilities  in  a 

condition  of  repair  adequate  for  the  efficient  operation  thereof  for 
the  generation,  transmission,  and/or  distribution  of  electric  energy 
shall  make  all  necessary  renewals  and  replacements,  and  shall  es- 
tablish and  maintain  adequate  depreciation  reserves  for  such  pur- 
poses.i®  (1925  HE  1047;  1926  S 34.) 

“Person”  includes  natural  persons,  partnerships,  associations, 
corporations,  and  municipalities.^®  (1925  HR  1057,  1361,  1362, 
1363;  1926  S 33,  35,  36.) 

“Petitioned  territory”  means  all  the  land  as  to  which  a pending^® 
petition  to  the  Boarcl  under  Section  6 of  this  Act  prays  for  the 
creation  of  an  incorporated  electric  district,  or  all  the  land  as  to 
which  a pending®^  petition  to  the  Board  prays  that  it  be  included 
under  Section  4 of  this  Act  in  an  incorporated  electric  district  al- 
ready created  and  existing.  (1925  HE  1361;  1926  S 33.) 

“Project”  means  the  structures  of  a giant  power  company,  oper- 
ated, or  suitable  for  operation,  as  a complete  unit  for  the  generation, 
receipt,  and  transmission  of  electric  current  the  receipt  and  mining 
of  coal,  the  recovery  of  by-products’  of  coal,  the  manufacture  and 
sale  of  chemicals,  the  sale  of  coal,  the  storage  and  cooling  of  water, 
or  for  any  of  them,  to  the  extent  and  as  authorized  by,  and  subject 
to  the  conditions  fixed  by,  its  permit  issued  under  this  Act;  also 
all  water  rights,  rights-of-Avay,  lands,  and  interests  in  lands,  the 
use  and  occupancy  of  which  are  necessary  or  appropriate  in  the 
maintenance  and  operation  of  such  strucHires.  (1925  HR  1054; 
1926  S 37.) 

“Project  works”  means  the  iihysical  structiu’es  of  a project. 
(1925  HR  1054;  1926  S 37.) 

“Public  service”  means  the  supply  of  electric  current  for  light, 
heat,  and  power,  or  any  of  them,  to  tlie  public  by,  first,  distribution 
of  current  directly  to  consumers,  and  by,  second,  carriage  of  cur- 
rent^® and  delivery  thereof  directly  to,  or  through  one  or  more  other 

^^The  fonoiving  sentence  ’was  added  to  this  definition  in  1925  H.  R.  1054  and  192(5  S.  37; 
the  board  shall  have  the  po-wer  to  specify  more  partieiilarly  by  general  rules  and  regulations  the 
elements  of  cost  included  in  net  investment.” 

iSThe  words  ‘‘provided:  that  every  electric  utility  etc.”  were  substituted  for  the  following  in 
1925  H.  11.  1047  and  lf)2(>  S.  34  “and  then  so  maintained  that  it’s  ori^ginal  condition  of  useahle- 
ness,  and  its  original  expectation  per’od  of  useal)’cness.  remain  undiminished,  the  'net  investment’ 
nr  ans  such  or-ginal  legithnato  cost,  loss  the  cost  estimated  by  the  Commission  as  of  the  day  of 
computation  of  rostorirg  .such  projieriy'  then  so  used  to  said  standards  of  mainterrance”. 

^»The  definition  read  as  follows  in  1925  II.  R.  1057,  “Person  includes  natural  persons,  cor- 
porations, partnerships,  associations,  municipalities,  and  duly  authorized  agencies  of  this  and 
otlier  states”  (1920  S.  36.) 

“•^The  word  “pending”  was  omitted  in  1925  IT.  R.  1301. 

25The  word  “pending”  wao  omitted  in  1925  II.  R.  1361. 

--The  words  “as  a common  carrier”  were  included  in  1925  H.  R.  1047 
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carriers  to,  a public  service  distribution  system,  and  by,  third,  gen- 
eration of  current  by  means  of  any  prime  mover  exclusively  for  de- 
livery directly-®  to,  or  through  one  or  more  carriers  to  a pul)lic  serv- 
ice distribution  system,  or  any  one  or  more  of  such  distribution, 
carriage,  or  generation.  (1925  HR  1017;  1926  S 32,  33.  31,  35,  36.  i 

“Public  service  distribution  system”  means  a distribution  system 
ov,med  or  operated,  or  both,  under  an  obligation  to  supply  electric 
current  to  the  public.  (1925  HE  1017,  1051,  1057,  1361,  1363;  1926 
S 32,  33,  31,  35,  36,  37.) 

“Public  seiudce  generating  company”  means  a cox'poration  incor- 
porated under  i>^ra graph  Hventy-seven,  under  “Corporations  for 
Profit,  Second  Class,”  of  said  section  two  as  supplemented  by  sec- 
tion one  of  this  Act.  (Xot  used  in  1925  bills;  1926  S 32;  Compare 
the  following.) 

“Public  service  generating  company”  means  a cor-poration  incor- 
porated under  tlie  laws  of  this  Commonwealtli  for  the  generation  by 
any  prime  mover  of  electric  current  for  the  supply  of  the  public 
with  light,  heat,  and  jjower  by  delivery  of  current  so  generated  di- 
rectly to,  or  through  one  or  more  carriers  to,  a public  seinuce  distri- 
bution system.  (1925  HR  1017;  1926  S 31.) 

“Public  service  major  line”  means  a major  line  owned  or  oper- 
ated, or  both,  under  an  obligation  to  supply  electric  current  di- 
rectly®* to  the  public  or  to  one  or  more  public  service  distribution 
systems.®^  (1925  HR  1051,  1011;  1926  S 32.) 

“Public  service  major  transmission  system”  means  a major  trans- 
mission system  owned  or  operated,  or  both,  under  an  obligation  to 
supply  electric  current  directly  to  the,  public  or  to  one  or  more  pub- 
lic service  distribution  systems.  (1925  HR  1057;  1926  S 36.) 

“Public  service  minor  line”  means  a minor  line  owned  or  oper- 
ated, or  both,  under  obligation  to  .supply  electric  current  to  the 
public.  (1925  HR  1011;  omitted  in  1926.) 

“Public  service  transmission  company”  means  a corporation  in- 
corporated under  paragraph  twenty-eight,  under  “Cori>orations  for 
Profit,  Second  Class,”  of  said  section  two  as  supplemented  by  sec- 
tion one  of  this  Act.  (Xot  used  in  1925  bills;  1926  S.  32.) 

“Public  service  transmission  line”  means  a transmission  line®® 
owned,  or  operated,  or  both,  under  an  obligation  to  supply  electric 
current  directly®’’  to  the  public,  or  to  one  or  more  public  service  dis- 
tribution systems.®’  (1925  HR  1011,  see  foot  note;  1926  S 32,  37.) 

“Public  service  transmission  system”  means  a transmission  sys- 
tem owned,  or  operated,  or  both,  under  an  obligation  to  supply 
electric  current  directly  to  the  public,  or  to  one  or  more®®  distribu- 
tion systems.  (1925  HR  1057;  1926  S.  36.) 

“Qualified  district  elector”  of  an  iucorrmrated  electric  district 
means  a person  qualified  to  vote  for  towiishij)  officers  in  any  town- 
ship, any  part  of  which  is  included  within  such  district,  who  is  the 
holder  of  title  to,  or  of  record  evidence  of  title  to,  a freehold  estate 
in  lands  in  such  district.  (1925  HR  1361;  1926  S 33.) 


23Xlie  word  “directly”  was  omitted  in  1025  S.  32. 

“^The  word  “directly”  was  omited  in  1925  H.  R.  1051,  1044. 

25The  words  “or  to  one  or  more  public  service  distribution  systems”  were  omitted  in  1925  H. 
R.  1051,  1044.' 

2CThe  word  “system”  was  substituted  for  “lino”  in  1926  S.  32. 

-"The  words  “directly”  and  “or  to  one  or  more  public  service  distribution  systems”  were 
omitred  in  1925  H.  R.  1044. 

-^The  words  “public  sendee”  were  included  in  1925  H.  K.  1057;  1926  S.  36. 
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^‘Qualified  district  petitionei*”  means  a person  who  would  be  a 
qualified  district  elector  if  the  petitioned  territory  were  an  incor- 
porated electric  district.  (Not  used  in  1925  hills;  1926  S 33.) 

“Reservation”  means  State  forests,  State  parks,  and  any  other 
lands  and  interests  in  lands  acquired  and  held  by  the  Common- 
wealth for  any  public  ]3urpose.  (1925  HR  1048,  1054;  1926  S 37.) 

“Retail  delivery”  means  the  delivery  of  electric  current  directly 
to  the  consumer  thereof.  (1925  HR  1044;  omitted  in  1926.) 

“Retail  outstate  delivery”  means  retail  delivery  in  another  state 
or  country  of  electric  current  transmitted  tliither  from  Pennsylva- 
nia. (1925  HR  1044;  omitted  in  1926.) 

“Shipper”  means  an  offerer  of  electric  current  to  the  operator  of 
a major  public  service  transmission  system  operating  the  same  as 
a common  carrier  under  this  Act  for  transmission  and  delivery  to  a 
consignee  or  to  a connecting  carrier.  (1925  HR  1057 ; omitted  in 
1926.) 

“State”  means  any  State  of  tlie  United  States  and  the  District 
of  Columbia.  (1925  HR  1044;  omitted  in  1926.) 

“Substation”  means  a group  of  electrical  apparatus,  on,  or  elec- 
trically connected  with,  a transmission  line,  for  changing  the  volt- 
age or  frequency  of  electric  curi’ent,  or  for  converting  direct  current 
into  alternating  current,  or  the  rever.se,  with  or  wiihout  switches 
and  other  appurtenances,  all  maintained  and  operated  to  facilitate 
the  diversion  or  reception,  or  both,  of  current  for  light,  heat,  and 
power,  or  any  of  them.  (1925  HR  1361,  1363;  1926  S 33,  35.) 

“Transmission  district”  means  one  of  a nnmber  of  districts  into 
which  the  State  shall  have  been  divided  or  redivided  by  the  Board 
for  securing  the^°  carriage  of  electric  current  for  light,  heat,  and 
power,  or  any  of  them,  to  alP®  public  service  distribution  systems 
in  each  of  such  districts.  (1925  HR  1047;  1926  S 34,  36.) 

“Transmission  district'”  means  a transmission  district  created 
under  Section  five  and  .six  of  this  Act.  (1926  S 36.) 

“Transmission  line”  means  a line,  or  a number  of  sidistantially 
parallel  lines,  of  wire  or  cable,  constituting  one  or  more  electric 
circuits,  with  appurtenant  structures,  all  operated  as,  or  as  part  of, 
a transportation  unit  under  one  business  control,  for  the  carriage 
between  two  or  more  generating  stations,  or  from  one  or  more  gen- 
erating stations  to  one  or  more  substations,  of  electric  current  for 
light,  heat,  and  power,  or  any  of  them.  (1925  HR  1044,  1047,  1048, 
1051,  1054,  1057,  1361,  1363;  926  S 32,  33,  34,  35,  36,  37.) 

“Transmission  system”  means  one  transmission  line,  or  a net- 
work of  electrically  interconnected  transmission  lines,  operated  as 
a transportation  unit  under  one  business  control.  (1925  HR  1047, 
10.57;  1926  S 34,  36.) 

“Unlicensed  line”  means  an  interstate  line  operating  otherwise 
than  in  pursuance  of  a license  under  Section  four  of  this  Act. 
(1925  HR  1044;  omitted  in  1926.) 

“Wholesale  delivery”  means  any  delivery  of  electric  current  to 
another  which  is  not  retail  delivery.  (1925  HR  1044;  omitted  in 
1926.) 


29The  word  “common”  was  included  in  1925  H.  R.  1047. 
3oxhe  word  “all”  was  omitted  in  1925  H.  R.  1047, 
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‘‘Wholesale  outstate  delivery”  means  wholesale  delivery,  in  an- 
other state  or  country,  of  electric  current  transmitted  thither  from 
Pennsylvania.  (1925  HR  1044;  omitted  in  1926.) 

NOTE:  1925  HR  1050  detines  certain  words  and  phrases  which 
have  not  been  included  in  the  above  standard  definitions.  They 
may  be  found  in  the  bill  itself. 

B.  SENATE  BILLS,  SESSION  OF  1926 

(With  notes  showing  changes  from  the  corresponding  House  Bills, 

Session  of  1925.) 

SENATE  BILL  NO.  33 

Providing  for  the  creation  of  incorporated  electric  districts  (public 

ownership  by  rural  communities  not  otherwise  adequately  served.) 

(The  wording  of  this  bill,  except  where  otherwise  noted,  is  the 
same  as  1925  HR  1361.) 

Section  1.  Be  it  enacted,  &c.,  That  this  act  may  be  cited  as 
the  Incorporated  Electric  Districts  Act  of  One  thousand  nine  hun- 
dred and  twenty-six.^ 

Section  2.  WTiere  used  iu  this  act  singular  words  shall  be  con- 
strued as  including  the  plural,  masculine  words  shall  be  construed 
as  including  the  feminine  and  neuter,  and  the  following  terms  shall 
have  the  following  meanings  respectively  designated  for  each: 

“Board”  (See  Standard  Definitions). 

“Commission”  (See  Standard  Definitions). 

“Distribution  system”  (See  Standard  Definitions). 

“Public  Service  Distribution  system”  (See  Standard  Definitions). 

“Public  Service”*  (See  Standard  Definitions). 

“Person”  (See  Standard  Definitions). 

‘‘Mutual  electric  company”  (See  Standard  Definitions). 

“Public  service”*  (See  Standard  Definitions). 

“Person”  (See  Standard  Definitions). 

“Mutual  electric  company”  (See  Standard  Definitions). 

“Incorporated  electric  districts”  (See  Standard  Definitions). 

“District  territory”  (See  Standard  Definitions). 

“Petitioned  territory”  (See  Standard  Definitions). 

^ “Qualified  district  petitioner”-®  (See  Standard  Definitions). 

“Freehold  land”  (See  Standard  Definitions). 

“Qualified  .district  elector”  (See  Standard  Definitions). 

“Electors’  meeting”  (See  Standard  Definitions). 

Section  3.  Whenever  the  Board  shall  have  found  as  provided 
in  this  Act,  as  to  any  territory  within  one  or  more  townships  in 
any  one  county : 

(a)  That  it  is  contiguous; 

(b)  That  the  supply  of  the  public  within  it,  and  throughout  every 


'“twenty-five”  in  1925  HR  1361. 
"Omitted  in  1925  HR  1361. 
"Omitted  iu  1925  HR  1361. 
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part  of  it,  of  electric  current  for  light,  heat,  and  power  is  technically 
and  financially  practicable  and  is  required  by  the  public  interest; 

(c)  That  in  no  part  of  it  is  the  iniblic  so  supplied  or,  in  the 
opinion  of  the  Board,  adequately  supplied  otherwise  than  by  a 
mutual  electric  company; 

( d ) That  no  part  of  it  is  within  an  existing  incoriiorated  electric 
district ; 

(e)  The  name  and  post  office  address  of  each  of  the  qualified 
district  electors  thereof,  and  the  approximate  area  therein  of  free- 
hold lands  held  by  each  of  them; 

(f)  That  sixty  per  centum  of  the  qna'ified  district  electors  thereof 
have  voted  for  the  establishment  of  an  incorporated  electric  district 
in  a referendum  election  ordered  and  held  by  the  Board; 

The  Board  shall  certify  in  writing-  such  names,  post  office  addresses, 
and  areas  of  freehold  lands,  and  the  other  facts  so  found,  together 
with  a name  for  the  corporate  electric  district  to  be  so  established, 
and  shall  file  such  certificate  in  the  office  of  the  Secretary  of  the 
Commonwealth.  Upon  such  filing  such  territoiw  with  its  inhabitants 
shall  be  thereby  created  an  incorporated  electric  distinct  under 
this  Act. 

Section  4.  The  Board  shall  have-  power  at  any  time  to  include 
in  any  incorporated  electric  district  theretofore  created  additional 
territory  contiguous  to  such  district  by  such  procedure  as  is-author- 
ked  by  and  upon  such  a finding  and  certificate  as  is  required  by 
Section  three  hereof  for  the  creation  of  an  incorporated  electric 
district. 

Section  5.  The  Board  shall  have  power  at  any  time  to  exclude 
from  any  incorporated  electric  district  any  territorj^,  which,  after 
due  notice  and  hearing,  it  shall  have  found: 

fa)  To  have  been  erroneously  included  in  such  district;  or 

(b)  That  the  public  within  it  cannot  be  economically  supplied 
with  current  by  such  district ; or 

(c)  Tliat  the  public  within  it  can  and  Avill  be  as  well  or  better 
supplied  by  another  incorporated  electric  district,  or  by  a public 
service  company,  or  by  a municipality. 

In  the  event  of  such  exclusion  the  Board  shall  certify  the  same 
to  the  Secretary  of  the  Commonwealth  and  make  proAusion  for  the 
apportionment,  or  the  joint  use  of,  and/or  the  compensation,  if 
any,  to  be  paid  for,  the  property  of  such  district,  as  may  be  equitable 
in  vicAV.  of  the  debts  of  such  district  and  otherAA’ise. 

Section  6.  The  findings  of  the  Board  required  by  Section  three 
hereof  shall  be  made  only  on  the  petition  of  ten  or  more  qualified 
district  ])etitioner-s  praying  for  the  creation  of  an  iiicoiqmrated  elec- 
fric  district  identical  Avith  or  including  the  district  territory,  and 
after  due  notice  and  hearing.  In  such  hearing  there  shall  be  taken 
as  to  the  petitioned  territory  all  proper  evidence  upon  any  of  the 
issues  to  be  determined  by  the  finding  required  by  Section  three 
hereof,  offered  by  any  person  shoAving-  himself  to  be  a qualified 
district  petitioner;  also  all  proper  evidence  upon  the  issues  of  con- 
tiguity of  territory  and  lack  of  service  of  electric  cxirrent,  offered 
by  any  municipality  or  person  claiming  under  the  laAvs  of  this 
CommouAA'ealth  authority  to  sup])ly  to  the  public  in  any  part  of 
the  petitioned  territory  electric  current  for  light,  heat,  and  poAver, 
or  any  of  them. 
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Section  7.  The  Board  ma}’  in  its  discretion  require  the  pre-pay; 
nient  of,  or  a bond  to  secure,  the  whole  or  any  part  of  the  estimated 
cost  to  the  Commonwealth,  incurred  elsewhere  than  at  Harrisburg 
of  any  hearings  and  of  any  referendum  election  held  nnder  the  pro- 
'■isions  of  Section  three,  four,  or  six  of  this  Act. 

Section  8.  Every  incoiq)orated  electric  district  so  created  that  it 
includes  all  or  any  part  of  the  transmission  lines  and  distribution 
system  of  a mutual  electric  company  shall,  before  beginning  the 
construction  of  any  transmission  or  distribution  lines,  purchase 
or  appropriate  and  condemn  all  the  property  of  such  mutual  electric 
company  within  such  district  which  is  used  and  useful  in  the  dis- 
tribution of  electric  current  for  light,  heat,  and  power,  or  any  of 
them  to  the  public  ^\'ithin  such  district  pins  such  reasonable  dam- 
ages, if  any,  to  property  of  such  company,  valuable,  serviceable,  and 
dependent  for  its  usefulness  upon  the  continuance  of  such  distri- 
bution, but  not  taken,  as  may  be  caused  by  the  severance  therefrom 
of  proper t^^  taken. 

Section  9.  Every  incorporated  electric  district  shall  hold  an  an- 
nual electors’  meeting  on  the  first  Monday  in  March,  or  on  such 
other  day  as  may  have  been  fixed  by  the  by-laws.  The  directors  of 
any  such  district  may  call  a special  electors’  meeting  at  any  time, 
and  upon  the  filing  of  a petition  by  ten  per  centum  of  the  qualified 
district  electors  of  such  district,  requesting  the  calling  of  a special 
electors’  meeting  at  any  time  and  stating  the  specific  business  to  be 
brought  before  it,  the  directors  shall  call  a special  electors’  meeting 
as  requested.  Jsotice  of  all  special  electors’  meetings  shall  be  mailed 
i to  every  qualified  district  elector  at  least  ten  days  prior  thereto, 

’ and  such  notice  shall  be  accompanied  by  a statement  of  the  business 
for  which  it  is  called.  Ao  business  which  has  not  been  stated  in  such 
I notice  shall  be  done  by  any  special  electors’  meeting. 

Section  10.  The  Board  shall  make  a list  of  the  qualified  district 
electors  of  each  incorporated  electric  district  certified  by  tlie  Board 
to  the  Secretary  of  the  Common^^'ea^th  nnder  section  three  hereof, 
and  shall  by  general  rules  and  regulations  or  by  special  order  pro- 
vide for  tlie  amendment  of  such  lists  annually,  and  no  person  not 
on  such  list  for  an  incorporated  electric  district,  as  last  amended, 
shall  vote  at  any  electors’  meeting  of  such  district.  Tlie  Board 
shall  promptly  supph’  to  every  incor]iorated  electric  district  certified 
co])ies  of  such  list  for  such  district,  as  amended.®  Any  ten  or  more 
qualified  district  electors  of  any  incorporated  electric  district  shall 
constitute  a quorum  of  any  electors’  meeting  of  such  district. 

Section  11.  The  Board  may  in  its  discretion  provide  by  general 
rules  and  regulations  or  by  special  order  for  the  Iiolding  of  the 
electors’  meetings  of  anj-  incorporated  electric  district  in  more  than 
one  place,  and  for  the  election  of  directors  and  the  taking  of  any 
vote  or  votes  tliereat  by  ballot.  Voting  by  proxy  shall  not  be  allowed 
in  any  electors’  meeting. 

Section  12.  Any  incorporated  eleclvic  district  may,  by  a majority 
vote  of  the  qualified  district  electf»rs  thereof,  present  and  voting  at 
any  electors’  meeting,  ado])t  for  tlie  government  and  management 


®The  words  “for  such  district  as  amended”  were  substituted  for  “as  amended  for  sucb 
district”  in  1925  HR  1361. 
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of  the  affairs  of  such  district  a code  of  by-laws  not  inconsistent  with 
tliis  Act  nor  with  any  rule,  regulation,  or  order  of  the  Board  or 
of  the  Commission  hereunder.  Provided:  That  notice  of  intention 
to  adopt  a code  of  by-laws  shall  have  been  given  not  less  than 
fifteen  days  before  such  electors’  meeting  in  such  manner  as  the  Board 
may  by  general  rules  and  regulations  or  by  special  order  prescribe. 

Section  13.  Incorporated  electric  districts  shall  have  power  to: 

(aj  Sue  and  be  sued  by  the  name  of  the 

Incorporated  Electric  District; 

(b)  Take  and  hold  real  and  personal  property  and  interests  there- 
in within  their  limits,  but  only  for  the  purposes  set  forth  in  this 
Act; 

(c)  Make  such  contracts  as  may  be  necessary  for  carrjdng  into 
eflect  the  provisions  of  this  Act. 

Section  14.  The  affairs  of  eacli  incorporated  electric  district  shall 
be  managed  by  three  directors,  each  of  whom  shall  be  at  the  time 
of  his  election  or  choice  a qualified  district  elector  thereof.  Upon 
or  before  the  filing  by  the  Board  in  the  ollice  of  the  Secretary  of  the 
Commonwealth  of  tlie  certificate  as  to  any  such  district  required  by 
Section  three  hereof,  the  Board  shall  ascertain  by  referendum,  elec- 
tion, or  other  projier  evidence,  and  shall  declare,  the  choice  of  a 
plurality  of  the  qualified  district  electors  for  three  directors  of  such 
incorporated  electic  district.  The  directors'*  shall  hold  office  until 
the  next  annual  electors’  meeting  of  such  district  thereafter  and  un- 
til their  successors  are  chosen  and  take  office.  At  such  meeting  three 
directors  shall  be  elected  by  the  qualified  district  electors  present 
and  voting  to  serve,  oiie  until  the  first,  one  until  the  second,  and  one 
until  the  third  annual  electors’  meeting  thereafter,  and  each  until 
his  successor  is  chosen  and  takes  office.  At  each  annual  electors’ 
meeting  of  such  district  after  the  first  oue  a director®  shall  be  elected 
to  serve  until  the  third  annual  meeting  next  following  and  until  his 
successor  is  elected  and  takes  office.  When  a vacancy  among  tlm 
directors  occurs  otherwise”  than  by  exj)iration  of  the  term  for  which 
a director  was  elected,  the  remaining  directors,  or,  if  they  disagree 
the  Board  shall  choose  a proper  person  to  fill  the  vacancy  until  the 
next  annual  electors’  meeting,  and  until  his  successor  is  chosen  and 
takes  office.  At  such  next  annual  electors’  meeting  a director  shall 
be  elected  for  the  rest  of  the  unexpired  term  by  the  qualified  district 
electors. 

Section  15.  Unless  otherwise  provided  by  the  by-laws  any  incor- 
porated electric  district  ma3q  by^  its  by^-laws  or  by  a special  vote  at 
any'  special  electors’  meeting  properly  called,  provide  a fair  remuner- 
ation for  the  time  actually'  spent  by'  its  officers  and  directors  in  its 
sendee.  No  director  during  the  term  of  his  office  shall  be  a party 
to  a contract  for  profit  with  the  electric  district  differing  in  any'  way 
from  the  business  relations  accorded  to  all  qualified  district  electors. 

Section  IG.  The  directors  of  each  incorporated  electric  district 
shall  elect  from  their  number  annually  a president  and  fix  his  com- 
pensafion,  if  any',  not  inconsistent  with  the  by-laws.  They'  shall  also 
airpoint  and  fix  the  compensation,  if  any,  not  inconsistent  with  the 
by  laws  of  a secretary  and  a treasurer,  and  such  other  officers  as  they 


"The  words  “as  so  chosen”  were  included  in  1025  HR  1361. 

®The  words  “a  director”  were  substituted  for  the  word  “directors”  in  1025  HR  1361. 
®Tlie  word  “otherwise”  was  substituted  for  the  word  “other"  iii  1925  HR  1361. 
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deem  necessarj",  who  need  not  be  directors,  and  they  may  combine 
the  offices  ot‘  secretary  and  treasurer  under  the  designation  of  secre- 
tary-treasurer. They  may  employ  and  provide  for  llie  compensation 
of,  or  provide  for  the  employment  and  for  the  lixing-  of  the  compensa- 
tion of,  such  employees  as  they  deem  necessary.  The  directors  shall 
have  general  control  of,  and  responsibility  for,  the  conduct  of  the 
business  of  the  incorporated  electric  district. 

Section  17.  The  corporate  power  of  every  incorporated  electric 
district  shall  be  exercised  by  the  directors  thereof.  They  shall  have 
power,  subject  to  the  rules,  regulations,  and  orders  of  the  Board, 
and  to  the  by-laws: 

(a)  To  construct,  operate,  and  maintain  within  and  without 
such  district,  when  and  as  authorized  or  required  by  the  Board, 
lines  suitable  for  the  distribution  of  electric  current  tor  light,  heat, 
and  power  to  the  public  within  and  throughout  such  district;  also 
transmission  lines,  substations,  transformers,  and  other  facilities 
ivecessary  or  convenient  for  such  distribution  or  for  the  prociiring 
of  such  current  for  distribution; 

(b)  To  appropriate  and  condemn,  by  the  procedure  provided  in 
the  forty-first  section  of  the  Corporation  Act  of  April  twenty- 
ninth,^“  one  thousand  eight  hundred  and  seventy-four  (Pamphlet 
Laws  seventy-three),  and  the  ameiidments  and  supplements 
thereto, any  lands,  rights  of  way,  and  other  property  and  rights 
as  to  which  the  Board,  after  due  notice  and  public  hearing,  shall 
have  found  that  the  appropriation  of  the  same  is  required  by  the 
present  and  future  interests  of  the  Commonwealth  for  the  construc- 
tion, maintenance,  or  operation  of  such  lines,  substations,  trans- 
formers, and  other  facilities,  and  is  not  incompatible  with  the  pub- 
lic interests  of  the  region  in  the  vicinity  thereof. 

(c)  To  purchase  and  to  distribute  to  the  public  within  such  dis- 
trict electric  current  for  light,  heat,  and  power,  or  any  of  them,  and 
to  charge  and  collect  in  consideration  thereof  just  and  reasonable 
rates  'which  may  be  classified  according  to  the  kind,  time,  and  quan- 
tity of  use,  and  shall  include  a minimum  charge  to  be  paid  whether 
current  is  used  or  not,  but  shall  be  non-discriminatory  with  respect 
to  all  distributees  of  the  same  class ; 

(d)  To  make,  for  the  purpose  of  raising  revenue  by  taxation, 

a valuation,  when  and  as  the  Board  sliall  by  general  rules  and  regu- 
lations or  by  special  order  prescribe,  of  all  iiroperty  in  such  dis- 
trict upon  which  the  county  taxes  of  the  county  comprising  such 
district  are  levied  and  assessed; 

(e)  To  raise  such  revenue,  if  any,  as  may  be  estimated  by  the 

Board  to  be  necessary  for  the  purposes  of  such  district  in  excess  of 
the  proceeds  or  estimated  proceeds  of  rates  charged  and  collected, 
as  in  this  Section  aforesaid,  by  the  levy  and  assessment  of  taxes 
upon  the  property  valued  as  provided  in  the  next  foregoing  subsec- 
tion at  a rate  not  exceeding mills  on  the  dollar  in  any 

one  year ; and  to  collect,  as  the  Board  shall  by  general  rules  and 
regulations  prescribe,  the  taxes  so  levied  and  assessed; 


^’'•The  words  “April  twenty-ninth”  were  omitted  in  l‘J25  HR  1301. 

i^The  words  “(Pamphlet  Laws  seventy-three),  and  the  amendments  and  supplements  thereto,” 
were  omitted  in  1925  HR  1301. 

^^The  word  “to”  was  included  in  1925  IIR  1301. 
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(f)  To  borrow  money  for  the  purposes  of  such  district  and  issue 
evidences  of  indebtedness  tlierefor.  The  total  amount  of  indebted- 
ness so  created  and  remaining  unpaid  at  any  time  shall  not  exceed 
two  per  centum  of  the  valuation  of  the  property  within  the  electric 
district  last  made  under  subsection  (d)  of  this  section  without  the 
afQrmative  vote  of  a majority  of  the  qualified  district  electors  pres- 
ent and  voting  at  a special  electors’  meeting  called  for  that  pur- 
pose. The  rate  of  interest  on  any  such  indebtedness  shall  not  ex- 
ceed six  per  centum.  No  indebtedness  shall  be  incurred  or  expend- 
iture autiiorized  except  by  vote’ of  the  directors. 

Section  18.  When  any  incorporated  electric  district  shall  bor- 
row money  and  issue  bonds  or  other  evidences  of  indebtedness  there- 
for, except  in  the  case  of  the  giving  of  notes  for  such  temporary 
loans  as  may  be  authorized  by  the  rules  and  regulations  or  special 
order  of  the  Hoard,  the  commissioners  shall  sell  the  same  to  the 
highest  bidder  after  public  notice  by  advertisement  once  a week  for 
three  weeks  in  at  least  one  newspaper  of  general  circulation  pub- 
lished in  the  county  in  which  such  incorporated  electric  district 
shall  be  situated.  No  bid  for  such  bonds  or  securities  at  less  than 
their  par  value  shall  be  accepted. 

^^Section  19.  Any  corporation  or  natural  person  authorized 
under  the  laws  of  this  Commonwealth  to  supply  electric  current  to 
(he  public  for  light,  heat,  and  power,  or  any  of  them,  shall  sell  and 
deliver  at  its  generating  station,  or  at  any  point  on  any  of  its 
transmission  lines,  electric  current  to  any  incorporated  electric  dis- 
trict demanding  the  same  for  distribution  by  such  district,  and  shall 
for  the  purpose  of  such  delivery  install  at  the  cost  of  such  district 
suitable  substations,  sAvitches,  transformers,  and  other  like  and  un- 
like apparatus,  as  the  Board  in  its  discretion  shall  by  general  rules 
and  regulations  prescribe,  or  shall  in  specific  cases  order.  Such  de- 
livery shall  be  made  Avithout  discrimination  as  to  service  betAveen 
such  district  and  any  other  customer  or  public  service  distribution 
system,  and  at  a price  properly  computed  as  not  more  than  the  aver- 
age cost  to  the  selling  company,  including  a fair  return  on  the 
proper  rate  base,  of  the  generation  and  transmission,  excluding  dis- 
tribution, of  current  supplied  by  it  to  the  public.  ProA'ided:  That, 
if  experience  shall  at  any  time  have  clearly  shoAvn  that  such  sale 
and  delivery  has  caused,  and  in  the  judgment  of  the  Commission  is 
likely  to  continue  to  cause  in  the  near  future,  a decrease  in  the 
average  daily  output,  measured  in  kiloAvatt  hours  per  kiloAvatt  of 
installed  generating  capacity  of  equipment  generating  the  current 
supplied  to  the  public  for  light,  heat,  and  i>OAver  by  the  selling  com- 
pany, then  and  in  that  case  such  price  shall  be  equitably  increased 
by  the  Commission. 

Section  20.  The  Board  shall  have  poAver; 

(a)  To  give  expert  engineering,  financial,  and  business  manage- 
ment advice  to  any  or  all  incorporated  electric  districts; 

(b)  To  require  of  each  such  district  the  keeping  of  accounts  and 
the  publication  of  financial  statements  suitable  for  the  information 
of  the  qualified  dis'trict  electors  the  distributees  of  electric  current. 


i^Section  19  of  1925  HR  1361  omitted  in  1926.  It  read:  Section  19.  Incorporated  electric 
districts  shall  be  served  by  giant  power  companies  and  common  carrier  transmission  companies 
on  equal  terras  with  other  public  service  distribution  systems 

Section  20  of  1925  HR  1301  is  the  same  as  section  19  of  1926  S.  S3. 
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and  the  creditors  of,  and  the  persons  subject  to  taxation  by,  snch 
district;  to  examine  all  hooks  and  accounts  of  any  snch  district  at 
any  time;  to  require  any  snch  district  to  submit  at  any  time  state 
ments  and  reports  including  full  information  as  to  their  linances 
and  the  conduct  of  their  business.  All  snch  statemenis  and  rej)orts 
shall  be  made  upon  oath  nnless  otherwise  specified,  and  in  snch 
form  and  on  snch  blanks  as  the  Board  may  require.  Any  person, 
who,  for  the  purpose  of  deceiving,  makes  or  causes  to  be  made  any 
false  entry  in  the  books  or  the  accounts  of  any  such  district,  and 
any  person,  who,  for  the  purpose  of  deceiving,  makes  or  causes  to  l)e 
made  any  false  statement  or  report  in  response  to  a request  or  order 
or  direction  from  the  Board  for  the  statements  and  reports  herein 
referred  to,  shall  upon  conviction  be  fined  not  more  than  one  thou- 
sand cfollars,  or  imi)risoned  not  more  than  one  year  or  both. 

(c)  To  hold  hearings  and  to  order  testimony  to  be  taken  by  de- 
position at  any  designated  place,  in  connection  .with  any  inquiry  or 
proceeding  under  this  Act; 

(d)  To  require  by  subpoena,  signed  by  any  member  of  the  Board, 
the  attendance  and  testimony  of  witnesses  and  the  production  of 
documentary  evidence  from  any  place  within  the  Commonwealth, 
and  in  case  of  disobedience  to  a subpoena,  the  Board  may  invoke 
the  aid  of  any  court  of  the  Commonwealth  in  requiring  the  attend- 
ance and  testimony  of  witnesses  and  the  production  of  documentary 
evidence.  Any  member,  expert,  or  examiner,  of  the  Board,  when 
duly  designated  by  the  Board  for  such  purposes,  may  administer 
oaths  and  affirmations,  examine  witnesses,  and  receive  evidence.  De- 
positions may  be  taken  before  any  person  designated  by  the  Board, 
or  by  its  Secretary,  and  empowered  to  administer  oaths.  They  shall 
be  reduced  to  writing  by  such  person  or  under  his  direction  and 
subscribed  by  the  deponent.  Witnesses  summoned  before  the  Board 
shall  be  paid  fees  and  mileage  alloAvances  equal  to  those  paid  wit- 
nesses in  the  Courts  of  the  Commonwealth,  and  witnesses  whose  de- 
positions are  taken  and  persons  taking  the  same  shall  be  entitled 
to  fees  equal  to  those  paid  for  like  services  in  the  Courts  of  the 
Commonwealth ; 

(e)  To  perform  any  and  all  snch  acts,  to  make  such  rules  and 
regulations,  to  prescribe  snch  forms,  and  to  issue  sucli  orders,  not 
inconsistent  with  this  Act,  as  may  be  necessar}^  and  jjroper  for  the 
purpose  of  carrying  out  the  provisions  of  tliis  Act. 

Section  21.  The  Commission  shall  have  power  to  perform  any 
and  all  such  acts,  to  make  such  rules  and  regulations,  to  prescribe 
such  forms,  and  to  issue  such  order.s,  not  inconsistent  with  this  Act, 
as  may  be  necessary  and  proper  for  the  performance  of  its  duty  un- 
der this  Act. 

Section  22.  Any  natural  person  or  corporation,  who  shall  wil- 
fully fail  or  who  shall  refuse  to  comply  with  any  provisions  of  this 
Act,  or  with  any  regulation  or  lawful  order  of  the  Board,  or  of  the 
Commission,  issued  or  made  in  accordance  with  the  provisions  of, 
or  for  the  proper  administration  of,  this  Act,  shall  be  deemed  guilty 
of  a midemeauor,  and  on  conviction  thereof,  shall  in  the  discretion 
of  the  Court  be  punished  by  a fine  of  not  exceeding  one  thousand 
dollars  in  addition  to  other  iienalties  herein  prescribed  or  otlier- 
wise^^  provided  by  law,  and  every  month  any  such  person  or  corpor- 
ation shall  remain  in  default  shall  be  deemed  a new  and  separate  of- 
fense punishable  as  in  this  Section  aforesaid. 
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Section  23.  It  is  the  intent  of  tlus  Act  to  secure,  so  far  as  practic- 
able, lan  abundant  and  cheap  supply  of  electric  current  for  light, 
heat,  and  poorer  for  the  industries,  farms,  and  homes  of  and  through- 
out this  Commonwealth  Adiicli  would  not  otherwise  be  supplied 
therewith,  and  this  Act  sliall  be  broadly  construed  to  that  end. 

Section  24.  The  provisions  of  this  Act  are  hereby  declared  to  be 
severable  one  from  another,  and  severable  as  to  the  persons,  cor- 
jmrations,  and  subject-matters  respectively  herein  dealt  with,  and, 
if  for  any  reason  one  or  more  of  such  provisions  be  judicially  held 
to  be  unconstitutional  as  to  any  particular  person,  corporation,  or 
subject-matter,  or  otherwi.se,  such  holding  shall  not  affect  the  val- 
idity of  such  provision  or  provisions  as  applicable  to  other  persons, 
corporations,  or  subject-matters  dealt,  witli  thereby,  or  the  vajiditv 
of  the  remaining  provisions  of  this  Act.  It  is  hereby  declared  that 
such  provision  or  provisions  and  the  remaining  provisions  would 
have  been  enacted  notwithstanding  such  liolding. 

SENATE  BILL  NO.  35 

Providing  for  the  incorporation  'of  Mutual  Electric  Comjpanies 
( Cooiierative  enteriuises  to  sei've  farmers  in  territory  not  other- 
wise adequately  served). 

(The  wording  of  this  l»ill,  except  wdiere  otherwise  noted,  is  the 
same  as  1925  HR  1363.) 

Section  1.  Be  it  enacted,  etc..  That  Section  Two  of  The  Corpor- 
ation Act  of  Eighteen  Hundred  and  Seventy-four  (Pamphlet  LaAvs 
Seventy-three),  as  amended,  be  supplemented  by  adding  thereto, 
under  “Corporations  for  profit,  second  class”,  the  following  para- 
graph ; 

XXIX  The  distribution  of  electric  current  for  light,  heat,  and 
power,  or  any  of  them,  to  the  stockholders  and  incidentally  to 
others. 

Section  2.  Where  used  in  this  Act  singular  Avords  shall  be  con- 
strued as  including  the  plural,  masculine  Avords  shall  be  construed 
as  including  the  feminine  and  neuter,  and  the  folloAving  terms  shall 
have  the  folloAving  meanings  respectively  designated  for  each ; 

“Board”  (See  Standard  Definitions). 

“Commission”  (See  Standard  Definitions). 

“Person”  (See  Standard  Definitions). 

“Substation”  (See  Standard  Definitions). 

“Transmission  line”  (See  Standard  Definitions). 

“Distribution  sj^stem”  (See  Standard  Definitions). 

“Public  service  distribution  system”  (See  Standard  Definitions V"' 

(See  foot  note^.) 

“Public  service”  (See  Standard  Definitions). 

Section  3 Corporations  incorporated  under  Section  One  of  this 
Act  shall  be  known  as  mutual  electric  companies,  and  shall  be  in 
all  respects  subject  to  said  Corporation  Act,  as  amended. 

word  “otherwise”  was  substituted  for  “herein”  in  1925  HR  Ihbl. 

’The  definition  of  “Public  service”  was  substituted  for  definitions  of  “Giant  power  company” 
and  “Common  carrier  transmission  company”  in  1925  HR  1363  (See  Standard  Definitions). 
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Section  4.  Mutual  electric  companies  shall  have  power,  when 
and  as  authorized  by  permit  in  writing  from  the  Board:  To  con- 

struct, operate,  and  maintain  where,  in  such  manner  and  STibject 
to  such  conditions  as  the  Board  shall  specify  and  set  forth  in  the 
permit  transmission  line,  distribution  line,  substations,  trans- 
formers, and  other  facilities,  necessary*  or  convenient  for  the  dis- 
tribution of  electric  current  for  light,  heat,  and  power,  to  the  stock- 
holders, and  incidentally  to  others,  in  any  territory  which  the 
Board,  after  due  notice  and  hearing,  shall  have  found  to  be  not 
served  or  not  adequately  served  with  electric  current  for  said  uses; 

To  appropriate  and  condemn  by  the  procedure  provided  in  the 
forty-first  section  of  said  Coiq)oration  Act  of  one  thousand  eight 
hundred  seventy-four,  as  amended,  any  lands,  rights  of  way.  and 
ether  property  and  rights  as  to  which  the  Board,  after  due  notice 
and  public  hearing,  shall  have  found  that  the  appropriation  of  the 
same  is  required  by  the  present  and  future  interests  of  the  Common- 
wealth for  the  construction,  maintenance,  or  operation  of  such 
lines,  substations,  transformers,  and  other  facilities,  and  is  not  in- 
compatible with  the  iniblic  interests  of  the  region  in  the  vicinity 
thereof ; 

To  purchase  und  distribute  to  its  stockholders  and  to  others,  as, 
and^  to  the  extent  hereinafter  set  forth  electric  curi^ent  for  light, 
heat,  and  power,  or  any  of  them,  and  to  charge  and  collect  in  con- 
sideration thereof  just  and  reasonable  rates  which  may  be  classified 
according  to  the  kind,  time,  and  quantity  of  use,  and  shall  include 
a minimum  charge  to  be  paid  whether  any  cuiTent  is  used  or  not, 
but  shall  be  nondiscriminatoiw  with  respect  to  all  distributees  of 
the  same  class; 

As  an  incident  to  such  distribution  to  its  stockholders,  to  dis- 
ti'ibute  electric  current  for  said  purposes  in  like  manner  to  other 
persons.  Provided:  That  the  number  of  such  other  persons  to 

whom  distribution  is  made  in  any  one  calendar  year  shall  not  be 
so  great®  as  to  exceed  three-fourtlis  of  the  number  of  stockholders 
at  the  beginning  of  such  calendar  year:  and  provided  further:  That 
the  number  of  kilowatt  hours  fiistril)uted  to  all  jiersons  not  stock- 
holders in  any  calendar  year  after  tlie  second  full  year  of  operation 
shall  not  be  so  great*  as  to  exceed  the  number  of  kilowatt  hours 
distributed  to  all  stockholders  during  the  ])receding  calendar  year. 

Section  5.  The  rates,  including  minimum  charges,  of  mutual 
electric  companies  shall  be  such  as  to  earn  in  each  normal  year  of 
o]'.eration  not  less  than  fi.xed  charges,  including  interest  and  sink- 
ing fund  requirements  plus®  operation  and  maintenance  expenses, 
including  taxes,  plus®  depreciation  reserve  requirements,  and  divi- 
dends on  stock  outstanding  at  the  maximum  dividend  rate  expres.s- 
ed  in  the  stock  certificates.  The  board  shall  have  power  on  peti- 
tion by  the  holders  of  ten  per  cent  of  the  stock  outstanding,  to 
regnlate  and  adjust  the  rates,  including  minimum  charges,  of  any 
mutual  electric  company,  as  the  Board  shall  deem  most  ex-pedient 
to  attain  the.se  ends  as  near  as  may  be. 


-The  word  “and”  was  omitted  in  1925  HR  1363. 

^The  words  “shall  not  be  so  great”  were  snibstituted  for  “Increased  so”  in  1925  13Q3. 

•*“So  great”  substituted  for  “Increa-sed  so”  in  1925  HR  1363, 

®“Plus”  omitted  in  1925  HR  1363, 
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Section  6.  Each  mutual  electric  company  shall  within  thirty 
days  after  its  incorporation,  adopt  for  its  government  and  manage- 
ment a code  of  by-laws  not  inconsistent  A\ith  the  said  Corporation 
Act  of  one  thousand  eight  hundred  and  seventy-four,  as  amended, 
nor  with  tliis  Act.  A majority  vote  of  the  stockholders,  or  their 
written  assent  evidenced  in  such  manner  as  the  Board  shall  pre- 
scribe, shall  be  necessary  to  adopt  such  by-laws.  A copy  of  the 
by-laws  shall  be  filed  with  the  Board  before  the  issuance  of  a permit 
under  Section  four  hereof. 

Section  7.  All  stock  of  any  mutual  electric  company  shall  be  of 
one  class,  and  shall  have  a uniform  and  fixed  par  value  of  twenty- 
five  dollars,  or  some  multiple  thereof,  ]>er  share,  and  shall  be  en- 
titled to  dimdends  out  of  net  earnings  at  a rate  not  to  exceed 
eight  per  cent  per  year.  Tlie  right  to  dividends  may  be  cumulative 
from  year  to  year,  or  non-cximulative.  The  par  value,  the  maximum 
dividend  rate,  and  the  cumulative  or  non-cumulative  character  of 
the  dividend  right,  shall  be  expresserl  in  the  certificates  of  stock. 
One-half  of  the  par  value  of  the  capital  stock  subscribed  for  shall 
be  ])aid  in  cash  before  incorporation  and  the  certificate  shall  so 
state. 

Section  8.  Any  mutual  electric  companv  may  by  its  by-laws  re- 
serve to  the  directors  the  prior  option  to  buy  for  the  company  the 
stock  of  any  stockholder  desiring  to  sell,  and  may  reserve  the  right 
to  recall  at  any  time  all  or  any  j)art  of  the  stock  of  any  stockholder 
to  whom  it  shall  not  have  distributed  during  the  next  foregoing 
calendar  year  electric  current,  and  likewise  to  recall  all  or  any  part 
except  one  share  of  the  stock  of  an  yother  stockholder.  Provided: 
That  tlie  Company  upon  evercising  such  option  to  buy  or  right  to  re- 
call shall  pay  for  the  stock  bought  or  recalled  at  its  book  value 
or  at  its  par  value  where  the  book  value  is  less  than  the  par  value: 
and  provided  further:  That  no  restriction  upon  the  ownership  or 

transfer  of  stock  authorized  by  this  Section  shall  be  valid  unless 
a provision  setting  out  such  restriction  is  contained  in  the  by-laws 
and  in  the  stock  subscription  paper,  if  any,  and  ex]U’essed  in  the 
stock  certificate. 

Section  9.  Any  natural  person  to  whom  electric  current  has 
been  distributed  under  Section  TVo  of  this  Act  in  any  calendar 
year  may  apply  in  writing,  in  such  manner  as  the  Board  may  by 
general  rules  and  regulations  (prescribe,  to  the  mutual  electric  com- 
pany which  has  made  such  distribution,  for  admission  as  a stock- 
liolder  in  such  company.  Such  application  shall  be  filed  with  the 
pi’oper  officer  of  sucli  company,  and  a duplicate  thereof  with  the 
Board,  on  or  before  the  first  day  of  December  in  such  calendar 
year,  and  if  so  filed  and  accompanied  by  full  payment  for  one 
share,  the  company  shall  issue  one  share  to  him. 

Section  10.  Contracts  hetAveen  any  mutual  electric  company 
and  any  one  or  more  of  its  stockholders,  whereby  the  stockholder 
agrees  to  furnish  labor  and  materials,  or  either  of  them,  for  the 
construction  or  maintenanace  of  tlie  comj)any’s  Avoidvs,  shall,  if 
otherwise  lawful,  be  valid. 

Section  11.  Every  stockholder  of  a mutual  electric  comi>any 
shall  have  the  right  to  one  vote  and  no  more  in  stockholders’  meet- 
ings, without  regard  to  the  number  of  sliares  held  by  him.  Voting 
by  proxy  shall  not  be  alloAved, 
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Section  12.  In  its  by-laws  evei-y  mntnal  electric  company  shall 
provide  for  one  or  more  regular  stockholders'  meetings  annnally. 
The  directors  shall  have  power®  to  call  a siiecial  stockholders' 
meeting  at  any  time,  and  upon  the  filing  of  a,  ]ietition  l)v  ten  per 
cent  of  the  stockholders  ivqnesting  the  calling  of  a special  meeting 
to  he  held  at  any  time  not  less  than  one  month  after  the  last 
preceding  stockholders’  meeting,  and  stating  the  s])eciflc  business 
to  he  brought  before  it,  the  directors  shall  call  a meeting  as  re- 
quested. Notice  of  all  stockholders’  meetings  shall  he  mailed  to 
each  stockholder  at  least  ten  days  prior  thereto,  and  in  case  a 
si'ecial  stockholders’  meeting  is  called,  snch  notice  shall  he  accom- 
panied by  a statement  of  the  purposes  for  which  it  is  called. 

Section  13.  Every  miitnal  electric  company  shall  fix  Ihy  its  by- 
laws the  number  or  percentage  of  the  stockhohlers  necessary  to 
constitute  a quorum  at  stockholdrs’  meetings. 

Section  14.  The  affairs  of  every  mutual  electric  company  shall 
he  managed  by  not  less  than  three  directors,  all  of  whom  shall 
he  stockholders  resident  in  this  Gommonv  ealth.  Directors  shall 
he  elected  by  the  stockholders  at  such  time  and  for  such  term 
of  office  as  the  by-laws  may  prescribe.  Unless  otherwise  provided 
by  the  by-laws,  any  mutual  electric  company  may,  by  vore  of  its 
stockholders  at  any  meeting  regularly  called,  provide  a fair  re- 
muneration for  the  time  actually  spent  hv  its  officers  and  directors 
in  its  service.  No  director  during  the  term  of  his  office  shall  he 
a party  to  a contract  for  'profit  with  the  company  differing  in 
any  way  from  the  business  relations  accorded  to  all  stockholders. 
When  a vacancy  among  the  directors  occurs,  otherwise  than  by 
e.xpiration  of  the  term  for  which  a directoi'  was  elected,  the  re- 
maining dii-ectors  by  majoriW  vote  shall  fill  the  vacancy. 

Section  15.  The  directors  shall  elect  from  their  number  an- 
nually a preshlent,  and  if  the  by-laws  so  provide,  one  or  more  vice 
presidents.  They  shall  also  elect  a secretary  .and  a treasurer,  who 
need  not  he  dii-ectoi-s,  and  they  may  combine  the  two  latter  offices 
and  designate  the  combined  office  as  that  of  secretary-ti’easurer. 

Section  10.  Any  stockholder  may  bring  charges  against  any 
director  by  filing  them  in  wiating  with  the  secretary,  together  with 
a petitiorr  signed  by  terr  per  cent  of  the  stockholders,  reqnesting 
the  removal  of  such  director.  The  nirestion  of  srrch  removal  shall 
be  voted  rrporr  at  the  rre.xt  stockholders’  meeting,  and  the  affirma- 
tive vote  of  a majority  of  the  members  preserrt  shall  operate  to 
remove  the  director  aird  fill  the  vacancy.  The  director  agairrst  whom 
Rirclr  charges  have  heerr  hroirght  shall  he  infornred  ther-eof  irr  writing 
not  less  than  five  days  before  the  rrreeting,  arrd  shall  have  an  oppor- 
turrity  at  the  meeting  to  he  heard  irr  persorr  or  by  coutrsel,  arrd  the 
per'sorr  or  persons  hringing  the  charges  against  hirrr  shall  have  the 
same  opportunity. 

Rection  IT.  Any  mutrral  electric  company,  out  of  earnings  re- 
ceived during  any  calendar  year,  and  remaining  after  the  payrrrent 
of  fixed  char'ges,  including  interest  and  sinking  fund  reqrrirenreirts, 
and  of  qpei'ation  and  rnairrtenance  exjrenses,  including  taxes,  and 


®"Power”  substituted  for  “the  ri.2:ht’’  in  102rr  TIU  1303. 
"The  word  “after”  was  omitted  in  1025  Hit  1303, 
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after’’  STich  payments  to  depreciation  reserves  as  the  Board  may  by 
general  rules  and  regulations  require,  may^  declare  and  pay  dividends 
on  its  stock  outstanding  at  the  end  of  such  year.  Such  dividends 
shall  be  declared  and  paid,  or  set  aside  for  payment,  out  of  the  earn- 
ings applicable  thereto  before  any  distribution  of  profits  to  stockhold- 
ing consumers  is  authorized  as  provided  in  the  next  folloAving  Sec- 
tion. 

Section  18.  Out  of  any  balance  remaining  from  the  receipts  dur- 
ing any  calendar  year,  after  the  payment  or  setting  aside  of  divi- 
dends as  provided  in  the  next  foregoing  Section,  the  corporation  may 
pay  to  its  stockholders  to  whom  during  such  calendar  year  it  distri- 
buted electric  current  the  whole  or  any  part  of  such  balance  in  pro- 
portion to  the  number  of  kiloAvatt  hours  so  distributed  to  each  of 
such  stockholders,  or  if  the  by-laAvs  so  provide,  in  proportion  to  the 
amount  of  money  properly  charged  to  each  of  such  stockholders  in 
accordance  A\dth  the  rates  for  such  distribution. 

Section  19.  Any  debts  OAviug  from  any  stockholder  to  any  mutual 
electric  company  on  balance  of  accounts  betAveen  such  stockholder 
and  such  company  shall  be  offset  against  any  claim  for  dividends, 
or  for  distribution  of  the  profits  under  the  tAvo  next  foregoing  Sec- 
tions, and  only  the  balance,  if  any,  in  favor  of  the  stockholders  shall 
be  paid  to  him  under  said  Sections  or  either  of  them. 

Section  20.  Mutual  electric  companies  shall  not  be  construed  to 
be  public  service  conqiauies  Avithin  the  public  service  company  laAV. 

Section  21.  Any  corporation  or  natural  person  authorized  under 
the  laAvs  of  this  OommoiiAvealth  to  supply  electric  current  to  the 
public  for  light,  heat,  and  poAver,  or  any  of  them,  shall  sell  and  de- 
liver at  its  generating  station,  or  at  any  point  on  any  of  its  trans- 
mission lines,  electric  current  to  any  mutual  electric  company  de- 
manding llie  same  for  distribution  by  such  mutual  electric  company, 
and  shall  install  at  the  cost  of  such  mutual  electric  company  suitable 
substations,  SAvitches,  transformers,  and  other  like  and  unlike  ap- 
paratus, as  the  Board  in  its  discretion  shall  by  general  rules  and 
I'egulations  prescribe,  or  shall  in  sjAecific  cases  order.  Such  delivery 
shall  be  made  Avithout  discrimination  as  to  service  betAveen  such  mu- 
tual ele^ric  company  and  auA"  other  customer  or  any  ])ublic  service 
distribution  system,  and  at  a ]Arice  ])roperly  comjAuted  as  not  more 
than  the  average  cost  to  the  selling  company,  including  a fair  return 
on  the  proper  rate-base  of  the  generation  and  transmission,  excluding 
distribution  of  current  supplied  by  it  to  the  ])ublic.  Provided:  That, 
if  experience  shall  at  any  time  have  clearly  shoAvn  that  such  sale  and 
delivery  has  caused,  and  in  the  judgment  of  the  Oommission  is  like- 
, ly  to  continue  to  cause  in  the  near  future,  a decrease  iu  the  average 
daily  output  measured  iu  kiloAvatt  hours  per  kiloAvatt  of  installed 
generating  capacity  of  equipment  generating  the  current  supplied 
to  the  public  for  light,  heat,  and  poAver,  by  the  selling  company,  then 
and  in  that  case,  such  ])rice  shall  be  equitably  increased  by  the  Com- 
mission. 


®SPClioii  20  in  102-‘3  HR  13G3  rend  as  fallows: — 

“Section  2(1.  Mulmil  electric  companies  shall  be  served  by  Giant  Power  Companies  and  com- 
mon carrier  transmission  coinuanies  on  equal  terms  with  public  service  distribution  systems, 
but  shall  not  be  construed  to  be  public  service  companies,  within  the  public  service  company 
law,”  * . . , , 
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Section  22.  The  Board  and  the  Commi.ssion  shall  severally  have 
power  to  make  such  rules,  regulations,  and  order,  and  to  prescribe 
such  forms  as  may  be  necessary  or  convenient  for  the  proper  admin- 
istration of  this  Act.  The  Board  shall  have  ]>ower  to  give  e.xpert 
engineering,  financial,  and  business  management  advice  to  any  or  all 
mntnal  electric  companies. 

Section  23.  The  provisions  of  this  Act  are  hereby  declared  to  l»e 
severable  one  from  another,  and  severable  as  to  the  persons  and  sub- 
ject-matters respectively  herein  dealt  with,  and  if  for  any  reason 
one  or  more  of  such  provisions  be  judicially  held  to  be  unconstitu- 
tional as  to  any  particular  person  or  subject-matter,  or  otherAvise 
such  holding  shall  not  affect  the  validity  of  such  provision  or  pro- 
A’isions  as  are  applicable  to  other  persons  or  subject-matters  dealt 
Avith  thereby,  or  the  validity  of  the  remaining  provisions  of  this  Act. 
It  is  hereby  declared  thirt  such  provision  or  provisions,  and  the  re- 
maining provisions  Avould  liaAe  been  enacted  iiotAvithstanding  such 
holding. 

SENATE  BILL  NO.  31 

Creating  a Giant  Power  Board  Avith  the  same  investigative  poAATrs 
that  were  given  to  the  Giant  PoAA’er  Survey  Board  by  the  Act  of 
May  24,  1923,  P.  L.  449. 

(The  Avording  of  this  bill,  except  Avhere  otherAvise  noted,  is 
the  same  as  1925  HR  1043.) 

Section  1.  Be  it  enacted,  &c.,  That  the  Secretary  of  Forests  and 
Waters,  a member  of  the  Public  Service  Commission  to  be  designated 
from  time  to  time  by  the  Governor,  the  Secretary  of  AgTicultiire,  the 
Secretary  of  Labor  and  Industry,  and  a competent  engineer  to  be 
designated  from  time  to  time  by  the  Governor,  are  hereby  created  a 
Giant  PoAver  Board  Avithin  the  Department  of  Forests  and  Waters, 
hereinafter  called  the  Board.  The  Board  shall  annually  elect  from 
its  membership  a Chairman,  and  a Vice  Chairman  to  act  in  case  of 
the  absence  or  disability  of  the  Chairman. 

Section  2.  It  shall  be  the  duty  of  the  Board  to  continue  the  out- 
line survey  of  the  fuel  resources  available  for  Peniisyh'ania  and  of 
the  most  practicable  means  for  their  full  utilization  for  poAATr  de- 
velopment and  other  related  uses;  also  to  recommend  to  the  Gen- 
ei’al  Assembly,  in  outline,  such  policy  with  respect  to  the  generation, 
transmission,  and  distribution  of  electric  enei’g;v  as  AAill,  in  the 
opinion  of  the  Board,  best  secure  for  the  industries,  railroads,  farms, 
and  homes  of  this  Coininomvealth  an  al)undant  and  cheap  supi)ly  of 
electric  current  for  industrial,  transportation,  agricultural,  and 
domestic  use.  The  Board  shall  investigate  tlie  practicability  of  and 
make  recommendations  concerning  the  establishment  of  giant  j)OAver 
plants  for  the  generation  of  electricity  by  fuel  poAver  near  coal 
mines,  the  transmission  and  distrib.ution  of  electric  energy  so  and 
otherwise  generated  throughout  the  CommonAvealth,  tlie  saving  and 
utilization  of  the  by-products  of  coal  to  be  consumed  in  such  giant 
ipoAA’er  and  other  plants,  the  electrification  of  railroads,  and  the  co- 
lordination  of  Avater  power  and  fuel  power  development  Avith  the 
regulation  of  rivers  by  storage,  and  otherAvise,  for  Avater  su])])ly, 
transportation,  public  health,  and  recreation,  and  other  beneficial 
uses. 
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Section  3.  In  making  its  investigation  and  reports,  the  Poard 
shall  make  use  of  all  available  information  collected  by  the  Common- 
wealth and  all  other  published  or  otherwise  readily  obtaiiiable  in- 
formation within  the  scope  of  its  inquiry.  Mvery  officer,  deiiiartment, 
commission,  and  other  agency  of  the  Commonwealth,  jiossessing  snch 
information,  shall  furnish  the  same  to  the  Board  from  time  to  time 
n}K>n  request  of  the  BoanP  as  the  Oovernor  may  dix’ect. 

Section  4.  It  shall  be  the  dnty  of  the  Board,  in  its  investigation 
and  re])orts,  to  study  and  consider  the  best  practicable  utilization  of 
streams  for  navigation,  water  supply,  purity  of  waters,  river  regula- 
tion and  Hood  i)revention,  in  relation  to  power,  and  both  as  to  waters 
and  as  to  the  generation,  transmission,  and  distribution  of  electric 
energy,  to  keep  in  view  the  mntual  interests  of  this  Commonwealth 
and  other  States,  and  to  outline  plans  for  the  interchange  of  elec- 
trical energy  with  all  other  States  within  the  practicable  transmis- 
sion distance. 

Section  5.  The  Board  shall  have  such  other  jiowers  as  may"  be  con- 
ferred xipon  it  bj"  law. 

Section  G.  The  engineer  designated  as  a member  of  the  Board  shall 
be  paid  such  compensation  as  shall  be  fixed  by  the  Governor  of  the 
Commonwealth.  The  other  meznbers  of  the  Board  shall  serve  with- 
out additional  compensation. 

Section  7.  The  biennial  report  of  the  Board  shall  be  submitted 
to  the  General  Assembly  at  the  opening  of  each  regular  session. 

Section  8.  The  Giant  Bower  Board  created  by  this  act  within  the 
Department  of  Foi*ests  and  Watei-s  shall  l»e  and  be  deemed  a depart- 
mental administrative  Board  within  the  said  Department,  and  shall 
be  subject  in  all  respects  to  the  laws  of  this  Commonwealth  limiting 
the  powers  of  departmental  administrative  boards  with  regard  to 
the  exjxenditnre  of  money,  and  prescribing  the  duties  of  the  depart- 
mental administrative  boards  with  reference  to  the  making  of  finan- 
cial reports,  the  furnishing  of  financial  and  budgetary  information 
to  the  dex>artment  with  cvliich  it  is  connected,  and  the  making  of 
biennial  reports. 

'Section  1).  The  sum  of  seventy-five  thousand  dollars  ('875,000.00) 
is  hereby  specifically  appropriated  for  the  fiscal  year  beginning  June 
first,  one  tliousand  nine  hundred  and  twenty-six,  for  the  purpose  of 
tile  payment  of  the  compensation  of  the  engineer  from  time  to  time 
designated  as  a member  of  the  Board,  the  compensation  of  necessary 
technical,  clerical,  legal,  and  other  assistance,  the  rent  of  necessary 
quarters  in  Harris'bnrg  and  elsewhere,  necessary  travel  of  the  mem- 
bers of  the  Board  and  its  employes,  their  necessary  subsistence 
when  absent  from  their  regular  ]»laces  of  employment,  the  purchase 
through  the  Departmeut  of  Property  and  Supplies  of  stationery, 
printing,  and  snjxjilies  and  materials  of  every  kind  and  description, 
as  may  be  necessary  for  the  proper  conduct  of  the  Avork  of  the  Board, 
and  ail  other  necessary  expenses  incurred  in  the  performance  of  the 
duties  imposed  under  this  Act. 


’This  read  as  follows  in  1925  HR  1043:  “AVIien  as  the  Governor  may  direct  from  time  to 
time  on  request  of  the  Board.” 

-“Hereafter”  was  included  in  1025  HR  1043. 

“Changed  from  Section  9 of  1925  HR  1043  which  read: — ^ ^ 

“The  sum  of  one  hundred  and  fifty  thousand  dollars  ($150,000.00)  is  hereby  specitically  ap- 
propriated for  the  two  fiscal  years  beginning  June  first,  one  thousand  nine  hundred  and  twenty- 
five,  for  the  purpose — ” continued  as  above. 
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SENATE  BILL  NO.  32 

Authorizing  the  incorporation  of  Giant  I'ower  Companies,  public 
service  generating  coinpanie.s,  and  public  service  transmission 
companies. 

(The  wording  of  section  one  and  two  of  this  bill,  except  where 
otherwise  noted,  is  the  same  as  1925  HK  1050.  Sections  three, 
four,  and  tive  follow  the  wording,  except  where  otherwise  noted, 
of  1925  HE  1051,  sections  three,  four,  and  five.) 

Section  1.  Be  it  enacted,  &c..  That  section  two  of  the  Corpora- 
tion,^ Act  approved  the  twenty-ninth  day  of  April  one  tlionsand  eight 
hundred  and  seventy-four  (Pamphlet  Laws  seventy-three),-  as 
amended,  be  supplemented  by  adding  thereto,  under  “Corporations 
For  Profit,  Second  Class"’,  the  following  paragraphs; 

XX\'I.  The  folloAving  purposes,  when,  to  the  extent,  and  as  au- 
thorized thereto,  by  permit  in  writing  from  the  Giant  Power  Board, 
namely : 

The  generation  for  public  service  of  electric  current  by  means  of 
steam  in  stations  of  not  less  than  three  hundred  thousand  kilowatts 
capacity  located  in  or  near  a coalfield ; 

The  purchase  for  piiblic  service  of  surplus  electric  current  from 
the  producers  or  owners  thereof  ; 

The  supply  of  electric  current  so  generated  or  purchased  exclu- 
sively to  the  public  service  transmission  lines  of  others 

The  transmission  of  electric  current  so  generated  or  purchased 
from  such  stations,  or  from  the  jioint  of  receipt  over  lines  of  not 
less  than  one  hundred  and  ten  thousand  volts  pressure  to  a point  or 
points  of  connection  with  the  public  service  transmission  lines  of 
others 

As  incidents  to  such  generation:  The  purchase  and  mining  of 

coal;  the  recovery  and  sale  of  coke,  gas,  tar,  ammonia,  and  other  by- 
products of  coal  before  steam  raising;  the  manufacture  and  sale  of 
chemicals;  the  sale  of  coal  more  suitable  for  by-producting,®  else- 
where than  at  such  generating  stations ; the  construction,  operation, 
and  maintenance  of  works  for  the  storage  and  cooling  of  water,  or 
either  of  them,  for  steam  raising  or  steam  condensation,  or  both. 
Provided : That  permit  be  first  secured  as  required  by  law  trom  the 
Water  and  Power  Eesonrces  Board  for  any  dam  or  other  obstruc- 
tion in,  along,  across,  or  projecting  into  any  stream  or  body  of 
water  wholh-  or  partly  within,  or  forming  the  boundary’  of,  this 
Commonwealth,  and  for  any  change  in  the  course,  current,  or  cross 
section  of  any  such  stream  or  body  of  water. 

XXVII.®  The  generation,  by  any  prime  mover,  of  electric  cur- 
rent for  the  supply  of  the  public  with  light,  heat,  and  power,  or  any 
of  them,  by  delivery  of  the  current  so  generated  directly  to,  or 
through  one  or  more  carriers  to,  a public  service  distribution  sys- 
tem. 


^ “Coi*poration”  was  substitutetl  for  “an”  in  1925  H.  R.  1050. 

-“Entitled  an  act  to  provide  for  the  incorporation  and  regulation  of  certain  corporations” 
was  included  in  1925  H.  R.  1056. 

s “transmission  lines  of  others;”  was  substituted  for  “distribution  systems”  in  1925  n.  R. 
1056. 

^“the  public  service  transmission  lines  of  others;”  was  substituted  for  “other  transmission 
lines  for  carriage  thence  to  such  distribution  systems;”  in  1925  H.  R.  1056. 

5“or  other  use;”  was  omitted  in  1925  H.  R.  1056. 

‘^Everything  • in  this  bill  including  and  following  paragraph  XXVII  was  substituted  for  the 
follo^ving  in  1925  H.  R.  1056:  “XXVTI  'iTie  common  carriage  from  all  shippers  to  public  service 
distribution  systems  of  electric  current  for  light,  heat,  and  power,  or  any  of  them.” 
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XXVIII. The  transmission  of  electric  current  for  the  supply  of 
the  public  by  delivery  of  tlie  current  so  transmitted  directly  to,  or 
through  one  or  more  other  carriers  to,  a pnblic  service  distribution 
system. 

Section  2.  Where  used  in  this  act  singnlar  words  shall  be  con- 
strued as  iucluding  the  plural,  masculine  words  shall  be  construed 
as  iuchiding  the  feminine  and  neuter,  and  the  following  terms  shall 
have  the  following  meanings  respectively  designated  for  each: 

“Board”  see  standard  definitions. 

“Giant  power  company”  means  a corporation  incorporated  under 
paragraph  twentj^-six,  under  “Corporations  for  Profit  Second 
Class”,  of  section  two  of  said  Corporation  Act  as  supplemented  by 
section  one  of  this  Act.® 

“Public  service  generating  company”  (See  Standard  Definitions). 

“Public  service  transmission  company”  (See  Standard  Defini- 
tions). 

“Giant  poAver  permit”  (See  Standard  Definitions). 

“Public  service”®  (See  Standard  Definitions). 

“Transmission  line”  (See  Standard  Definitions). 

“Public  service  transmission  line’”®  (See  Standard  Definitions). 

“Major  line”  (See  Standard  Definitions). 

“Public  seiwice  major  line”  (See  Standard  Definitions). 

“Distribution  system”  (See  Standard  Definitions). 

“Public  service  distribution  system”  (See  Standard  Definitions). 

^^Section  3.  Any  giant  poAver  company  holding  a giant  power 
permit,  and  any  public  service  transmission  company,^-  shall  have 
the  right  and  poAver  to  condemn  and  appropriate  any  lands  and 
other  property  and  rights  as  to  Avhich  the  Giant  PoAver  Board,  after 
due  notice  and  public  hearing,  shall  have  found  that  the  appropria- 
tion of  the  same  is  required  by  the  present  and  future  interests  of 
the  CommouAvealth  for  the  construction,  maintenance,  or  operation 
of  the  works  of  such  giant  lAOAver  company,  or  of  any  transmission 
line  of  such  public  service  transmissiou  company,^®  and  is  not  in- 
compatible with  the  public  interests  of  the  region  in  the  vicinity  of 
such  works  or  in  the  vicinity  of  such  transmission  line  of  such  pub- 
lic service  transmission  company.^* 

Section  4.  All  damages  arising  from  the  exercise  of  the  right  and 
poAver  of  condemnation  conferred  hy  section  three  of  this  Act  shall 


Section  2.  All  acts  or  parts  of  acts  inconsistent  with  this  Act  are  hereby  repealed.” 

’This  is  the  same  as  tlie  underlined  words  in  section  eight  of  1925  H.  R.  1047,  which  section 
was  omitted  in  the  1026  draft  (1926  S.  34)  also  omitted  in  1925  H.  R.  1051. 

®(iompare  with  Standard  Definition  of  Giant  Power  Company. 

‘Public  service”  not  defined  in  1925  H.  R.  1051  or  1056. 

’^‘‘Public  service  transmission  line”  not  defined  in  1925  H.  R.  1051  or  1056. 

’’Sections  3,  4 and  5 of  this  Act  follow  the  wording  of  sections  3,  4,  and  5 of  1925  H.  R. 
1051,  with  the  exceptions  noted  in  foot  noies  11  to  17. 

Sections  1 and  2 of  1925  H.  R.  1051  read  as  follows: 

‘‘Section  1.  Be  it  enacted,  &c.,  That  this  Act  may  be  cited  as  The  Electric  Power  Condem- 
nation Act,  one  thousand  nine  hundred  and  twenty-five. 

Section  2.  Where  used  in  this  act  single  words  shall  be  construed  as  including  the  plural, 
masculine  words  shall  be  construed  as  including  the  feminine  and  neuter,  and  the  following 
terms  shall  have  the  following  meanings  respectively  designated  for  each:” 

“Board”  (see  Standard  Definitions) 

“Giant  Power  Company”  (see  Standard  Definitions) 

“Giant  Power  Permit”  (sec  Standard  Definitions) 

“Transmission  Line”  (see  Standard  Definitions) 

“Major  Line”  (see  Standard  Definitions) 

“Public  Service  Major  Line”  (see  Standard  Definitions) 

’-“and  any  public  service  transmission  company”  omitted  in  1925  H.  R.  1051. 

’^The  words  “giant  power  company  or  of  auy  transmission  line  of  such  public  service  trans- 
mission company”  were  substituted  for  the  word  “company”  in  1925  H.  R.  1051. 

’^The  words  “or  in  the  vicinity  of  such  transmission  line  of  such  public  service  transmission 
company”  were  omitted  in  1925  H.  R,  1051. 
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be  ascertained,  recovered,  and  paid,  as  provided  by  the  forty-first 
section  of  said  Corporation^®  Act^®  and  the  aniendnients  and  supple- 
ments thereto. 

Section  5.  No  lands  or  other  property  or  rights  shall  be  con- 
demned or  appropriated  for  occuj)ancy  and  use  by  any  public  serv- 
ice major  line  not  a part  of  the  works  of  a giant  power  company, 
nor  a transmission  line  of  a public  service  transmission  company,^^ 
otherwise  than  under  the  Act  approved  June  fourteenth  one  thou- 
sand nine  hundred  and  twenty-three  (Pamphlet  Laws  seven  hun- 
dred,^®) usless  and  until  the  (liant  Power  Hoard,  after  due  notice 
and  hearing,  shall  have  found  that  the  appropriation  of  the  same 
is  required  by  the  present  and  future  interests  of  Hie  Commonwealth 
for  the  construction,  maintenance,  or  operation  of  such  major^®  line 
and  is  not  incompatible  with  the  public  interests  of  tlie  region  in  the 
vicinity  of  such  line. 

SENATE  BILL  NO.  St 

Autliorizing  the  issuance  of  giant  power  permits. 

(The  wording  of  this  bill,  except  where  otherwise  noted,  is  the 
same  as  1925  HR  1054.) 

Section  1.  Be  it  enacted,  &.C.,  That  tliis  Act  may  be  cited  as  the 
Giant  Power  I*erniit  Act  one  thousand  nine  hundred  and  twenty-six.^ 

Section  2.  'Where  used  in  this  Act  singular  words  shall  be  con- 
strued as  including  tlie  plural,  masculine  words  shall  be  constxaied 
as  including  the  feminine  and  neuter,  and  the  following  words  shall 
have  the  following  meanings  respectively  designated  for  each : 

“Board”  (See  Standard  Definitions). 

“Coimnission”  (See  Standard  Definitions). 

“Giant  power  company”  (See  Standard  Definitions). 

“Giant  power  permit”  (See  Standard  Definitions). 

“Transmission  line”  (See  Standard  Definitions). 

“Public  service  transmission  line”-  (See  Standard  Definitions). 

“Distribution  system”  (See  Standard  Definitions). 

“Public  service  distribution  system”  (See  Standard  Definitions). 

“Reservation”  (See  Standard  Definitions). 

“Project”  (See  Standard  Definitions). 

“Project  works”  (See  Standard  Definitions). 

“Net  Inve.stment”®  (See  Standard  Definitions). 

Section  3.  Anj^  giant  power  company  may  exercise  its  corporate 
powers  for  all  or  any  oD  the  purposes  enumerated  in  the  definition 
of  giant  power  company,  in  Section  two  of  this  Act,®  whoi  to  the 
extent,  and  as  authorized  tbereto,  )>y,  and  subject  to  the  conditions 
imposed  by  a jiermit  in  writing  issued  by  the  Board  under  this  Act. 
Any  exercise  or  attempted  exercise  otherwise  of  its  corjxorate  powei's 
shall  be  unlawful. 

words  “said  corporation’’  were  ommitted  in  1025  H.  1?.  1051. 

^''’Approved  April  29,  1874  pamphlet  law  75,’’  ineluded  in  1925  II.  R.  1051. 

1‘The  words  “nor  a transmission  line  of  a public  service  transmission  companv,”  were  omit- 
ted in  1025  H.  R.  1051. 

*^The  words  “and  the  ameirlments  and  supplements  thereto”  were  included  in  1925  IT.  R.  1051. 

^^The  word  “ma.ior”  was  substiUited  for  “trani?nrssion”  in  1025  II.  II.  1051. 

1 “Twenty-six”  substituted  for  “twenty  five”  in  1925  HR  1054. 

^This  definition  omitted  in  1925  HR  1054. 

■‘The  for  owing  sentence  was  added  to  this  definition  in  1925  HR  1054:  “The  board  shall 

have  power  to  specify  more  particularly  )iy  g neial  rules  and  regulations  the  elements  of  cost 
included  in  net  investment.” 

'‘The  words  “all  or  any  of”  were  omitted  in  1925  HR  1054. 

®Tlie  words  “or  for  any  of  said  enumerated  puiToses”  were  included  in  1925  HR  1Q54. 
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Section  4.  The  Board  is  hereby  authorized  and  empowered: 

(a)  To  ascertain  the  net  investment  as  defined  in  Section  two 
ot  this  Act,  of  any  permittee  under  this  Act.  For  this  imrpose  the 
permittee  shall,  upon  oath,  \\  ithin  a reasonable  period  of  time  to  be 
fixed  by  the  Board  after  the  construction  of  the  original  project 
works,  or  any  addition  thereto,  or  betterment  hereof,  file  witli  the 
Board,  in  such  detail  as  the  Board  may  require,  a statement  in  trip- 
licate showing  the  actual  legitimate  cost  of  tlie  construction  of  such 
pi'oject  woi'ks,  addition,  or  betterment,  aiid  the  price  ])aid  for  Avater 
rights,  rights-of-way,  lands,  or  interest  in  lands.  The  Board  shall 
deposit  one  of  said  tri])licate  statements  Avith  the  Commission.  The 
permittee  shall  grant  to  the  Board  and  to  the  Commission,  or  to  the 
duly  authorized  agent  or  agent  of  the  Board  and  of  the  Commission, 
at  Till  reasonable  times  free  access  to  the  project  and  project  works 
and  to  all  maps,  profiles,  contracts,  rei)orts  of  engineers,  accounts, 
books,  records,  and  all  other  papers  and  docnments  relating  thereto; 

(b)  To  issue  permits  to  giant  poAver  conii)anies  for  the  exercise 

of  their  corporate  poAvers  for  the  pniqAoses  enumerated  in  the  defini- 
tion of  giant  poAver  companies  in  Section  two  of  this  Act,  or  for  any 
of  the  purpose  there  enumerated,  and  in  tliat  behalf,  for  the  con- 
struction or  acquisition,  and  the  maintenance  aiul  o])cration  of  gen- 
ei-ating  stations  of  not  less  than  three  hundred  thousand  kiloAvatts 
capacity,  transmission  lines  suitable  for  oijeration  under  a ))ressnre 
of  not  less  than  one  hundred  and  ten  thousand  volts,  also  Avater  stor- 
age, and  cooling  Avorks,  or  either  of  them,  except  dams  or  other 
Avater  obstructions  and  changes  in  the  course,  current,  or  cross  sec- 
tion of  any  stream  or  body  of  water  tor  which  a permit  from  the 
Vtater  and  PoAver  Resources  Board  is  required  by  laAV ; also  \Amrks 
for  the  recovery  and  treatment  of  any  or  all  by-j)rodn.cts  of  coal 
l)efore  steam  raising,  also  Avorks  for  the  manufacture  of  chemicals, 
also  Avorks  for  the  mining  aiul  preparation  of  coal,  also  any  other 
jtroject  Avorks  necessary  or  convenient  for  such  enumerated  ijurposes, 
to  the  extent  and  as  the  same  are  auihorized  by,  and  subject  to  the 
conditions  imirosed  by  STich  permit.  Provided:  That  permits  shall 

be  issued  Avith.in  any  reservation  only  after  a finding  1;y  the  Board 
in  each  case  that  the  permit  Avill  not  interfere  or  be  inconsistent 
Avith  the  puipACse  for  AA’hich  such  reservation  was  created  or  acquired, 
and  shall  bo  subject  to  and  contain  such  conditions  as  the  head  of 
th(‘  Department  under  Avhose  supervision  such  reservation  falls  shall 
deem  necessary  for  the  adeqAiate  protection  and  otilization  thereof ; 

(c)  L^pon  the  filing  of  any  application  for  a permit  under  this 
Act,  the  Board  before  granting  such  apidication,  shall  publish  notice 
thereof  for  three  Aveeks  in  a daily  or  Aveekly  iieAvspaper  of  general 
circulation  in  the  county  or  counties  in  AAd)ich  tl.'e  project  is  to  be 
situated.  Such  notice  sliall  set  forth  briefiy  the  character  of  the 
project  and  the  intention  to  make  application  for  a permit  therefor: 

(d)  To  hold  bearings,  and  to  order  testimony  to  be  taken  by  de- 
position at  any  designated  ]>lace  in  connection  Avith  the  ap]dication 
for  any  permit,  and  to  require  by  subpoena,  signed  by  any  member 
of  the  Board,  the  attendance  and  testimouv  of  Avitnesses  and  the 
production  of  documentary  evidence  from  any  place  within  the  (''om- 
monwealtb,  and  in  case  of  disobedience  to  a subpoena,  the  Boaid 
may  invoke  the  aid  of  any  court  of  the  CommonAvealth.  in  requiring 
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the  attendance  and  testimony  of  witnesses  and  the  production  of 
documentary  evidence.  Any-  member,  expert,  or  examiner  of  the 
Board  may,  when  duly  designated  by  the  Board  for  such  purposes, 
administer  oaths  and  affirmations,  exnmine  witnesses,  and  receive 
evidence  . l)e])ositions  may  l>e  taken  before  any  person  designated  by 
the  Board,  or  by  its  secretary,  and  empowered  to  administer  oatlis. 
They  shall  be  reduced  to  writing  by  such  p<‘rson,  or  under  his  dir- 
ection. and  subscribed  by  the  deponent.  'Witnesses  summoned  be- 
fore the  Board  sliall  be  paid  fees  and  mileage  allowances  ecpml  to 
those  paid  witnesses  in  the  courts  ol  the  Commonwealth,  and  wit- 
nesses whose  deiiositions  are  taken,  and  persons  taking  the  same 
shall  be  entitled  to  fees  equal  to  those  paid  for  like  services  in  the 
courts  of  the  Commonwealth ; 

(e)  To  ijerform  any  and  all  such  acts,  to  make  such  rules  and 
regulations,  to  prescribe  such  forms,  and  to  issue  such  orders,  not 
inconsistent  with  this  Act,  as  may  be  necessary  and  proper  for  the 
purpose  of  carrying  out  the  provisions  of  this  Act. 

Section  5.  The  Commission  shall  have  jtower  to  prescribe  rules 
and  regulations  for  the  establishment  of  a system  of  accounts,  and 
for  the  maintenance  thereof  by  permittees  hereunder  to  examine  all 
books  and  accounts  of  such  permittees  at  any  time,  to  require  them 
to  submit  at  such  time  or  times  as  the  CommissioTi  may  require, 
statements  and  reports,  including  full  information  as  to  a.ssets  and 
liabilities,  capitalization,  net  investment,  and  reduction  thereof, 
gross  receipts,  interest  due  and  paid,  depreciation  and  other  reserves, 
cost  of  project,  cost  of  maintenance  and  operation  of  the  project, 
cost  of  renewals  and  replacements  of  the  project,  works,  and  as  to 
depreciation  of  the  project  works,  and  as  to  production,  transmis- 
sion, use,  and  sale  of  power,  by-products  of  coal,  and  chemicals: 
also  to  require  any  licensee  to  make  adequate  provisions  for  cur- 
rently determining  said  cost  and  other  facts.  All  such  statements 
and  reports  shall  be  made  upon  oath,  unless  otherwise  specified,  and 
in  such  form  and  on  such  blanks  as  the  rommission  may  require. 
Any  person,  who,  for  the  purpose  of  deceiving,  makes  or  causes  to 
be  made  any  false  entry  in  the  books  or  for  the  accounts  of  such 
permittee,  and  any  person,  who,  for  the  purpose  of  deceiving,  makes 
or  causes  to  be  made  any  false  statement  or  report  in  response  to 
a request,  or  order,  or  direction  from  the  Commission  for  such  state- 
ments and  reports,  shall  upon  conviction  be  fined  not  more  than 
two  thousand  dollars,  or  imprisoned  not  more  than  five  years,  or 
both. 

Section  6.  Bermits  under  this  Act  shall  be  limited  to  such®  per- 
iods, not  exceeding  fifty  years,  as  the  Board  shall  determine  and 
set  forth  therein.  Every  such  permit  shall  be  conditioned  upon  ac- 
ceptance by  the  permittee  of  all  the  terms  and  conditions  of  this 
Act,  and  such  further  conditions,  if  any,  as  the  Board  shall  prescribe 
in  conformity  with  this  Act,  which  said  terms  and  conditions,  and 
the  acceptance  thereof  shall  be  expressed  in  eacb  permit.  Bermits 
may  be  revoked  only  for  the  reasons,  and  in  the  manner,  prescribed 
under  the  provisions  of  this  Act,  and  mav  be  altered  or  surrendered 
only  upon  mutual  agreements  between  the  permittee  and  the  Board 
after  ninety  days  public  notice. 

“siicli”  was  omittod  in  1925  Till  1054. 


®Tlie  word 
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Section  7.  No  voluntary  transfer  of  any  permit,  or  of  the  rights 
and  powers  granted  thereunder,  shall  be  made  without  the  written 
approval  of  the  Board,  and  any  successor  or  assign  of  the  rights 
of  the  i^ermittee,  whether  In-  voluntary  transfer,  judicial  sale,  fore- 
closure, sale,  or  otherwise,  shall  be  siibject  to  all  the  conditions  of 
the  permit  under  which  such  rights  and  powers  are  held  by  the  per- 
mittee, and  also  subject  to  all  the  terms  and  conditions  of  this  Act 
to  the  same  extent  as  though  the  successor  or  assign  were  the  orig- 
inal licensee  hereunder.  Provided:  That  a mortgage,  or  trust  deed, 
or  a judicial  sale  made  thereunder,  or  a tax  sale’^,  shall  not  be 
deemed  voluntary  transfers  within  the  meaning  of  this  Section. 

Section  8.  Every  application  for  a permit  under  this  Act  shall  be 
in  writing  and  shall  be  accompanied  by: 

(a)  Such  maps,  plans,  specifications,  estimates  of  cost,  and  state- 
ment of  the  jdan  of  operation,  as  the  Board  may  deem  necessary 
for  a full  understanding  of  the  subject.  Such  maps,  plans,  and 
specifications,  when  approved  by  the  Board,  shall  be  made  a part 
of  the  permit,  and  thereafter  no  change  shall  be  made  in  such  maps, 
plans,  or  specifications,  until  such  change  shall  have  been  approved 
and  made  a part  of ‘such  permit  by  the  Board ; 

(b)  A copy  of  the  applicant’s  charter  of  incorporation; 

(c)  Such  additional  information  as  the  Board  may  require. 

Section  9.  All  permits  issued  under  this  xAct  shall  be  on  the  fol- 
lowing conditions: 

(a)  That  the  project  adopted,  including  the  maps,  plans,  and 
specifications,  shall  be  sucli  as  in  the  judgment  of  the  Board  will 
be  best  adapted  to  a comprehensive  scheme  of  utilization  of  coal 
through  generation  of  current  by  steam,  and  as  an  incident  thereto, 
if,  and  to  the  extent  that  the  Board  shall  in  the  permit  so  require 
the  recovery, -development,  treatment,  and  manufacture  of  by-prod- 
ucts of  coal,  and,  if  necessary  in  order  to  secure  such  scheme,  the 
Board  may  require  the  modification  of  the  project  and  of  the  maps, 
plans  and  specifications  of  such  project  before  approval; 

(b)  That,  except  when  emergency  shall  require  for  the  protec- 
tion of  life,  health,  or  property,  no  substantial  alteration  or  addi- 
tion not  in  conformity  with  the  approved  plans  shall  be  made  of, 
or®  to  any  substantial  part  of  the  project  works  mithout  the  prior 
approval  of  the  Board;  and  any  substantial  alteration  or  addition 
made,  when  so  required  by  emergency,  shall  thereafter  be  subject 
to  such  modification  and  change  as  the  Board  may  direct; 

(c)  That,  the  permittee®  shall  maintain  the  project  works  in 
a condition  of  repair  adequate  for  the  purpose  for  which  the  per- 
mit is  issued,  shall  make  all  necessars"  renewals  and  replacements, 
shall  establish  and  maintain  adequate  depreciation  reserves  for 
such  jiurposes,  and  shall  conform  to  snch  rnles  and  regulations 
as  the  Board  may  from  time  to  time  prescribe  for  the  protection 
of  life,  health,  and  property; 

( (1 ) Thatf®  upon  not  less  than  two  years  notice  in  writing  from 
the  Board,  the  roinmonwealth  shall  have  the  right,  upon  or  after 
the  expiration  of  any  permit,  to  take  over  and  thereafter  to  main- 


‘Ti’o  Avorris  “tv  tav  ^ale”  were  snbstitiitecl  for  “iintlor  tax  sales”  in  1925  HR  1054. 
^Tlte  tvords  ‘‘of  or”  wore  omittod  in  1925  HR  1054, 

^ “T’ermiUee.”  snbrtitiitefl  for  “license”  in  1925  IIR  1054. 

^®TIio  word  “that”  was  om'.tted  in  1925  HR  1054. 
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tain  and  operate  any  ])roject  covered  in  whole  or  in  part  by  tlie 
permit,  upon  the  condition  that  before  taking  jiossession  it  shall 
pay  the  the  net  investment  in  the  ])roject“  and  shall  assume  all 
contracts  entered  into  by  tlie  permittee  witli  the  ai)proval  of  tlie 
Commission.  The  net  investment  of  the  permittw  in  tlie  project 
so  taken  shall  be  determimal  by  agreement  between  the  (Tmimission 
and  the  permittee,  but  if  they  cannot  agree,  by  (proceedings  in 
equity  instituted  by  the  Commonwealth  in  any  court  clothed  with 
jurisdiction  in  civil  cases  to  Avhicli  the  Commonwealth  is  a party. 
Provided:  That  such  net  investment  shall  not  include  or  be  affected 
by,  the  value  of  any  lands,  rights-of-way,  or  other  ])roperty  what- 
soever of  the  Common\\ealth.,  occiqiied  or  used  under  the  iiermit, 
by  the  permit  itself,  or  iby  good  will,  going  value,  or  ju-ospective 
revenues.  Provided  further:  That  the  values  allowed  for  water- 
rights,  rights-of-way,  lands  or  interests  in  lauds,  shall  not  he  in 
excess  of  the  actual  legitimate  cost  thereof,  at  the  time  of  acijuisi- 
tion  by  the  permittee,^-  and  jirovided  further:  That  the  right  of 

the  Commonwealth  at  any  time,  by  condemnation  jiroceecWngs  and 
upon  /payment  of  just  compensation,  to  take  over,  maintain,  and 
operate  any  project  licensed  under  this  Act  is  hereby  expressly 
reserved 

(e)  That,^*  if  the  Commonwealth  does  not  at  the  exi)iratiou  of 
the  original  permit  exercise  its  right  to  take  over,  maintain,  and 
operate  the  jiroject  as  ]>rovided  in  the  next  jaeceding  subsection, 
the  Board  is  authorized  to  issue  a new  peianit  to  the  original  ])er- 
mittee  upon  such  terms  and  conditions  as  may  be  authorized  or 
required  under  the  then  existing  laws  and  regulations,  or  to  issue 
a new  permit  iinder  said  terms  and  conditions  to  a new -permittee, 
which  permit  may  cover  any  ])roject  covered  by  the  original  permit, 
and  shall  be  issued  on  the  condition  that  the  new  ]K^rinittee  shall 
before  taking  possession  of  such  project,  ])ay  such  amount  and  as- 
sume such  contracts  as  the  Commonwealth  is  recjuired  to  do  in 
the  manner  specified  in  the  last  preceding  subsection.  Provided: 
That  if  the  Commonwealth  does  not  exercis(>  the  right  to  take  over, 
or  does  not  issue  a permit  to  a new  permittee,  or  does  not  issue 
a neAV  permit  to  the  original  permittee,  then  the  Board  shall  issue 
fi’om  3"ear  to  year  an  annual  permit  to  the  then  iHu-mittee  under 
the  terms  and  conditions  of  tin*  original  i»ermit  until  the  plant  is 
taken  over  or  a new  permit  is  issued  as  aforesaid : 

(f)  That,  in  resjiect  to  the  sale  and  delivery  of  electric  currimt 
by  the  permittee,  rates,  service,  and  facilitie^s  shall  be  reasonable, 
non-discriminatory,  and  just,  and  all  unreasonable,  discriminatory, 
and  unjust  rates,  service,  and  facilities  are  herehy  ])cf)hibited.  Such 
rates  shall  -be  so  regulated  as  to  afford  the  permittee  a reasonable 
opportunitv  for  a fair  return  from  its  entire  ))usiness,  including 
business  other  than  the  sale  and  delivery  of  electric  cui-reut,  in  view 
of  all  circumstances  at  the  time  of  regulation,  u])ou  the  net  invest- 
ment as  defined  in  Section  two  of  this  Act,  and  without  regard 
to  any  valuation  of  all  or  any  iu>o];ei'ty  of  the  ])erniittee  which  may 
differ  from  such  net  investment; 

^i“T’pon  tlio  (‘(n’clition  that  takinif  po^sossioii  it  shall  pay  tho  not  invostmont  in 

tlic  project”  tvas  omitted  in  102."  HR  lOo-!-. 

^-Tho  woi’d  “ponnittee”  was  sailistituted  for  '‘Idcf'nso”  in  1025  HR  1054. 

^^The  Imlancr  of  this  paragraph  road  as  follows  in  1925  HR  1054: — “to  take  over  maintain, 
and  operate  any  project  licensed  under  this  Act  at  any  time  hy  condeinnatioii  proceedings  upon 
payment  of  just  compensation  is  hereby  expressly  re  reserved.” 
word  “that”  was  omitted  in  1925  UR  1054. 
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(g)  That  the  permittee  assumes,  and  uull  faithfully  discharge, 
the  duty  of  a common  purchaser,  obligated  as  such  to  purchase  at 
a standard  maximum  price  not  exceeding  the  capital  operating  and 
maintenance  cost  of  generation  in  the  station  of  the  permittee  from 
every  ])ublic  sendee  or  otlier  i)roducer  of  electric  current,  all  cur- 
rent of  standard  voltage,  frequency,  and  form,  which  may  be  the  form 
of  either  alternating  or  direct  current,  generated  by  them  in  this  Com- 
monwealth, and  delivered  at  the  cost  of  the  seller  to^  the  generating 
station,  or  to  any  transmission  line  of  the  permittee.  The  standard 
maximum  price  shall  he  fixed  as  to  each  jiermittee  from  time  to  time 
by  the  Commission,  and  the  standards  of  voltage,  frequency,  and  form 
shall  he  fixed  as  to  each  permittee  from  time  to  time  by  the  Board. 
As  such  common  purchaser  the  permittee  shall  receive  and  pur- 
chase all  such  current,  so  offered,  to  the  extent  of  its  capacity  to 
transmit  and  ability  to  resell  the  same  without  discrimination  in 
facilities,  service,  or  price,  in  favor  of  one  seller  as  against  another, 
and  shall  install  at  the  cost  of  the  seller  suitable  switches,  trans- 
formers' and  other  like  and  unlike  apjiaratus,  as  the  Board  may  in 
its  discretion  order.  But  if,  and  to  the  extent  that  it  shall  lack 
capacity  to  transmit,  or  be  unable  to  resell,  all  current,  as  afore- 
said, which  could  be  generated  in  this  Commonwealth  and  is  offered, 
it  shall  to  the  extent  of  its  capacity  and  ability  receive  and  pur- 
chase all  icurrent  generated  by  water  jiower,  and  as  to  current 
pro'duced  by  fuel  power,  shall  receive  and  jmrehase  from  each  pro- 
di:cer  so  offering  a part  of  that  so  offered  ratably  in  proportion  to 
installed  generating  capacity  of  each  producer,  as  determined  by 
the  Board,  or  lacking  such  determination,  as  reasonably  estimated 
by  the  permittee.  And  if  the  permittee  shall  be  unable  to  so 
receive  and  purchase  all  such  current  generated  by  water  power, 
the  quanity  to  be  received  and  purchased  from  each  producer, 
thereof,  shall  be  computed  and  determined  ratably  in  like  manner. 
Provided:  That  common  purchaser  duty  under  this  subisection  shall 
not  be  construed  to  require  the  ]iermittee,  as  to  steam-generated 
current,  to  reduce  its  orvn  production,  nor,  as  to  water-power  gen- 
erated current,  to  increase  its  own  unit  cost  of  iproduction,  whether 
by  reduction  of  output,  or  otherwise.  Pi’ovided  further:'  That  the 
Commission  shall  have  power  to  require  enlargement  of  the  per- 
mittee’s capacity  to  receive  and  transmit  current  as  may  be  reason- 
ably necessary; 

(h)  That  A\uth  respect  to  electric  current,  to  anything  produced 
by  the  permittee,  and  to  electrical  apparatus,  the  permittee  will 
not  enter  into  any  combination,  agreement,  arrangement,  or  under- 
standing, express  or  implied,  to  limit  output,  to  restrain  trade,  or 
to  fix,  maintain,  or  increase  x>rices; 

(i)  Such  other  conditions  not  inconsistent  with  this  Act  as 
the  Board  may  require. 

Section  10.  * The  permittee^®  shall  commence  the  construction  of 
the  project  works  within  the  time  fixed  in  the  permit,  and  shall 
thereafter  in  good  faith  and  ^yith  due  diligence  proceed  with  the 
cons! ruction,  and  shall  Avitbin  the  time  fixed  in  the  permit  com- 
plete the  jAroject  Avoi'ks  and  put  the  yrroject  into  operation.  The 
]>eriods  for  fhe  commencement  of  construction  may  be  extended 
once,  but  no  longer  than  tAVO  additional  years,  and  the  period  for  the 


'^"Permittee”  substituted  for  “licensee”  in  1925  HR  1054. 
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completion  of  construction  may  lie  extended  ])v  the  Board,  incompat- 
ible with  tlie  public  interest,  if  the  permittee  shall  not  commence 
actual  construction  within  the  time  pi-escribed  in  the  permit,  or  as  ex- 
tended by  the  Board,  then  after  due  notice  shall  have  been  given,  the 
permit  may  be  terminated  upon  written  order  of  the  Board.  Tf  the 
construction  shall  have  been  begun  but  not  completed  within  the  time 
prescribed  in  the  permit,  or  as  extended  by  the  Board,  then  the  Attor- 
ney General  upon  the  request  of  the  Board,  shall  institute  proceedings 
in  equity  in  any  court  clothed  with  jurisdietiou  in  civil  cases  to  which 
the  CommonAvealth  is  a party  for  the  revocation  of  the  permit,  the 
sale  of  that  part  of  the  plant  already  - constructed,  and  such  other 
equitable  relief  as  the  case  may  demand,  as  provided  for  in  Section 
thirteen  of  this  Act. 

Section  11.  That,  whenever  the  public  interest  requires  or 
justifies  the  execution  by  the  permittee  of  contracts  for  the  sale 
and  delivery  of  current  for  periods  extending  beyond  the  date  of 
termination  of  the  permit,  such  contracts  may  be  entered  into 
uipon  the  joint  approval  of  the  Board  and  of  the  Commission,  and 
thereafter,  in  the  event  of  failure  to  issue  ,a  new  permit  to  the 
original  permittee  at  the  termination  of  the  original  jiermit,  the 
Commonwealth  or  the  new  permittee,  as  the  case  may  be,  shall 
assume  and  fulfill  all  such  contracts. 

Section  12.  That  any  permittee  or  any  person,  Avho  shall  wil- 
fully fail  or  who  shall  refuse  to  com])ly  Avith  any  of  the  provisions 
of  this  Act,  or  with  any  of  the  conditions  made  a part  of  any  ))ermit 
issued  hereunder ; or  with  any  subpoena  of  the  Board  hereunder, 
or  of  the  Commission,  with  respect  to  the  administration  hereof,  or 
Avitli  any  regulation  or  laAA-ful  order  of  the  Board,  or  of  the  Com- 
mission, issued  or  made  in  accordance  Avith  the  iprovisions  of,  or 
for  the  proper  administration  of,  this  Act,  shall  be  deemed  guilty 
of  a misdemeanor  and  on  conviction  thereof  shall  in  the  discretion 
of  the  Court  be  punished  by  a fine  of  not  exceeding  one  thousand 
dollars  in  addition  to  other  penalties  herein  prescribed  or  other- 
wise^® provided  by  law,  and  every  month  any  such  permittee  or  any 
such  person  who  shall  remain  in  default  after  written  notice  fi-om 
the  Board  or  from  the  Commission  shall  be  deemed  a ncAV  and 
separate  offense  punishable  as  aforesaid. 

Section  13.  The  Attorney  General  may,  on  the  request  of  the 
Board,  institute  proceedings  in  aiiy  court  noAv  or  hereafter  clothed 
with  jurisdiction  in  civil  cases  in  which  the  CommonAvealth  is  a 
party,  for  the  ipiirpose  of  remedying  or  correcting  by  injunction, 
mandamus,  or  otrer  process,  any  action  or  mission  in  violation  of 
the  proAusions  of  this  Act,  or  of  the  terms,  conditions,  or  stipula- 
tions of  any  permit  granted  hereunder,  or  of  any  laAvful  regulation 
or  order  promulgated  liereunder.  Tf  am'  i>ermittee  shall  fail  to 
comply  Avith  'the  requirements  of  any  final  decree  in  any  .such  pro- 
ceedings, the  Attorney  General  may  institute  proceedings  for  the 
purpose  of  revoking  the  ipermit.  Such  court  shall  liaA’e  jurisdiction 
over  all  the  aibove-mentioued  proceedings,  and  shall  liave  poAV-er 
to  i.ssiu'  and  execute  all  ii(*eessai'y  process,  and  to  make  and  enforce 
all  rights,  orders,  and  decrees,  to  compel  eom])liance  Avith  the  law- 
ful orders  and  regulations  of  the  Board,  or  of  the  Gomniission, 
and  to  compel  the  performance  of  any  condition  laAA-fully  imposed 


i“Tlie  word  “otherwise”  was  omitted  in  102.j  IIR  1051. 
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under  the  provisions  of  this  Act.  If  a decree  revoking  a permit 
is  entered,  the  court  is  hereby  eniipowered  to  sell  the  'whole  or  any 
part  of  the  ])roject,  to  wind  up  the  business  of  the  permittee  con- 
ducted under  the  permit,  to  distribute  the  i)roceeds  to  the  parties 
entitled  to  the  same,  and  to  make  and  enforce  such  further  orders 
and  decrees  as  equity  and  justice  may  require.  At  such  sale  or 
sales  the  vendee  shall  take  the  rights  and  privileges  belonging  to 
the  permittee  and  shall  perform  the  duties  of  the  permittee  and 
assume  all  outstanding  obligations  and  liabilities  of  the  permittee 
which  the  court  may  <leem  equitable  in  the  premises. 

Section  11.  The  right  to  amend  and  repeal  this  Act  is  liereby 
expressly  reserved,  but  no  such  alteration,  amendment,  or  repeal 
shall  affect  any  permit  theretofore  issued  under  the  provisions  of 
this  Act,  or  the  right  or  powers  of  any  itennittee  thereunder. 

Section  15.  The  several  provisions  of  this  Act  are  hereby  declared 
to  be  severable,  and  if  any  provisions  of  this  Act  shall  be  held  by 
any  court  to  l)e  unconstitutional,  it  is  the  legislative  intent  that 
such  judgment  shall  not  affect  any  other  provision  thereof. 

Section  16.  All  acts  or  parts  of  acts  inconsistent  with  this  Act 
are  hereby  repealed. 

For  the  pooling  of  electric  service  l)y  imi>osing  the  duty  of  com- 
mon imrchase  and  common  sale  in  transmission  districts  on  the 
operators  of  major  transmission  systems,  therein. 

The  wording  of  this  bill,  exce])t  where  otherwise  noted,  is  the 
same  as  11)25  IIK  1057,  which  imposed  the  duty  of  common  car- 
riage and  provided  for  the  division  of  electric  sendee  into  gen- 
erating companies,  transmission  companies,  and  distribution 
companies. 

Section  1.  Be  it  enacted,  &c..  That  this  Act  may  be  cited  as  The 
Electric  Service  Booling  Act  one  thousand  nine  hundred  twenty^-six.^ 
Section  2.  Where  used  in  this  Act  singular  words  shall  be  con- 
strued is  including  the  plural,  masculine  words  shall  be  construed 
as  including  the  feminine  and  neuter,  and  the  following  terms  shall 
have  the  following  meanings  respectively  designated  for  each: 
“Board"’  (See  Standardization  1 ielinitions ) . 

“Commission”  (See  Standard  Definitions). 

“Transmission  line”  (See  Standaial  Detinitions) . 

“Major  line”  (See  Standard  Detinitions). 

“Transmission  system”  (See  Standard  Definitions). 

“Public  service"’"  (See  Standard  Definitions). 

“Public  service  transmission  system”  (See  Standard  Definitions) 
‘Alajor  transmission  system”  (See  Standard  Definitions). 
“Public  service  major  transmission  system”  (See  Standard  Defi 
nitions). 

“Transmission  district”®  (See  Standard  Definitions). 
“Disti'ibution  system”  (See  Standard  Definitions). 

“Public  service  distribution  system’’  (See  Standard  Definitions) 
(See  foot  note.'’) 


iThe  words,  “Elcctri<'  SerVice  Pooling  Act  one  tliousand  nine  linndred  twcntjysix’y  were  su^ 
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•'l’uhr.<-  service”  (un  tied  in  1025  ITU  _1057. 

’‘Transmission  district”  omitted  in  102o  UK  ....... 
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‘‘Giant  powei’  company”  (See  Standard  Definitions). 

“Person’’  (See  Standard  Definitions). 

(See  toot  note’.) 

Section  6.  Dverv  person  operatiiip'  on  or  after  January  first, 

nineteen  hundred  and a jui.hlic  serGce  major  Irausmission 

system  witliiu  or  partly  within  Peuusylvauia'  is  hereby  cliarged 
with,  and  shall  faithfully  discharge  the  duties  of,  a common  pur- 
chaser and  common  seller  as  this  section  hereafter  specifies: 

(a)  Every  such  ]>erson  shall  he  obligated  to  purchase,  at  a stand- 
ard maximum  price  not  exceeding  the  capital,  operation,  and  mainte- 
nance cost  of  generation  in  the  lowest  cost  generating  station,  if 
any,  of  such  common  purchaser,  from  every  public  service  or  other 
producer,  current  of  standard  voltage,  frequency,  and  form,  which 
may  be  the  form  of  either  alternating  or  direct  current,  generated 
by  such  jiroducers  within  the  same  transmission  district,  otfered  for 
sale  by,  and  delivered  at  the  cost  of,  the  seller  to  any  transmission 
line  of  such  common  purchaser  therein.  The  standard  maximum 
price  shall  be  fixed  as  to  each  such  common  purchaser  from  time  to 
time  by  the  Commission,  and  the  standards  of  voltage,  frequency, 
and  form  shall  he  lixed  as  to  each  such  common  purchaser  from  time 
to  time  by  the  Hoard,  Such  common  ])urchaser  shall  receive  and 
purchase  all  such  current  so  offered  to  the  extent  of  his  capacity  to 
transmit  and  ability  to  distribute  or  resell  the  same  within  such 
transmission  district  without  discrimination  in  facilities,  service, 
or  price,  in  favor  of  one  seller  as  against  another,  and  shall  install 
at  the  cost  of  the  seller  suitable  switches,  transformers,  and  other 
like  and  unlike  apparatus,  as  the  Hoard  shall  in  its  discretion  order. 
But  if,  and  to  the  extent  that,  he  shall  lack  capacity  to  transmit,  or 
be  unable  to  resell,  all  current,  as  aforesaid,  which  could  be  gener- 
ated in  such  transmission  district  and  is  offered,  he  shall,  to  the  ex- 
tent of  his  capacity  and  ability,  receive  and  purchase  all  current 
generated  by  water  power,  and  as  to  current  produced  by  fuel  power, 
shall  receive  and  purchase  from  each  producer  so  offering  a part  of 
that  so  offered,  ratably  in  proportion  to  the  installed  generating 
capacity  of  each  producer  as  determined  by  the  Hoard,  or  lacking- 
such  determination,  as  reasonably  estimated  by  such  common  pur- 
chaser, and  if  such  purchaser  shall  be  unable  to  so  receive  and  pur- 


^Definitions  of  "Shippers",  "Consignee’’  and  "Connecting  Cairier"\vere  inserted  here  in  1925 
HU  1057  (See  Standard  lietinitions). 

“Tliis  blank  spare  was  substituted  for  "twenty-six"  in  1025  HR  1057. 

’The  remaining  portion  of  this  seeVon  (8)  read  as  follows  in  1925  HR  1057:  "Shall  operate 

the  same,  or  the  portion  therefore  within  Pennsylvania  exclusively  as  a common  carrier  of  electric 
current  tor  Ight,  heiat.  and  power,  or  any  of  them,  from  any  any  shipper  to  any  consignee  or 
connecting  carrier.  Such  operator  shall  faithfully  perform  the  diit.v  of  a common  carrier  of  cur- 
rent as  aforesaid,  obligated  as  uch.to  receive  from  all  shippers,  to'  transmit  and  to  deliver  to  all 
consignees  or  connecting  carriers,  current  of  standard  voltage,  frequency,  and  form,  which  may 
be  the  form  of  either  alternating  or  direct  current,  offin-ed  for  sueli  tr;msmission  and  dclivei-}-. 
Tlie  standards  of  voltage,  frequency,  and  form,  shall  be  fixed  as  to  each  transmission  system, 
or  part  thereof,  from  time  to  time  by  the  Board,  or  lacking  such  fixing  by  the  Board,  the 
same  shall  be  fixed  reasonably  by  such  common  carrier.  Every  such  common  carrier  shall  re- 
ceive, transmit,  and  deliver  as  aforesaid  all  such  current  so  offered  to  the  extent  of  his  capacity 
to  receive,  transmit,  and  deliver  the  same,  without  discrimination  in  facilities,  sen-ice.  or  rates 
in  favor  of  one  shipper,  consignee,  or  connecting  carrier  as  against  another,  and  shall  in.stall  at 
the  cost  of  the  shipper  and  consignee,  respectively,  suitalile  sv-ltches.  transformers  and  other 
like  and  unlike  apparatus,  as  the  Commission  in  its  discretion  shall  hv  general  rules  and  re-nila- 
tions  prescribe,  or  shall  in  .specific  casesi  order.  But  it  and  to  the  extent  lhat  such  common 
carrier  shall  lack  capacity  to  .so  receive,  transmit,  and  deliver  all  current  so  offered  he  shall 

to  the  extent  of  his  capacity  so  receive,  transTiiit,  and  deliver  all  current  so  offered  by  giant 

power  companies,  and  all  current  so  offered  distingui.shable  as  generated  by  water  power,  without 
discrimination  between  saiil  two  kinds  of  current,  and  as  to  other  current  so  offered  shall  so  re- 
ceive from  each  shipper,  and  shall  so  transmit  and  deliver,  an  equal  part  of  the  current  offered- 
and  if  such  common  carrier  shall  lack  capa(*ity  to  so  receive,  transmit,  and  deliver  current  so 
offered  by  giant  power  companies  and  current  so  offered  distinguishable  as  "-enerated  bv  water 
power,  he  shall  in  like  manner,  without  discrimination  between  said  two  kiiids  of  current  so 

receive  from  each  shipper,  and  shall  so  transmit  and  deliver  an  equal  part  of  the  current 
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chase  all  snch  current  generated  by  water  power,  the  quantity  thereof 
to  be  so  received  and  pni'cliased  from'  eacli  producer  shall  be  computed 
and  determined  ratably  in  like  manner.  Provided:  That  common  pur- 
chaser duty  under  this  Section  sholl  not  be  constructed  to  require 
such  common  purchases,  as  to  fuel  ])ower  generated  current  purchas- 
ed, to  reduce  liis  own  i>rodnction,  nor,  as  to  power  generated  current 
l^nrchased,  to  increase  his  own  unit  of  production,  whether  by  re- 
duction of  output  or  otherwise.  Provided  further:  That  the  Com- 

mission shall  have  power  to  require  enlargement  of  such  common 
purchaser’s  capacity  to  receive  and  transmit  current  as  may  be 
reasonably  necessary ; 

(b)  Every  person  operating  on  said  date  a public  service  major 
transmission  system  within  Pennsylvania  shall  be  obligated  as  a 
common  seller  to  sell  and  deliver  at  any  of  his  generating  stations, 
or  at  any  point  on  any  of  his  transmission  lines,  current  to  all  pub- 
lic service  distribution  systems  within  the  same  transmission  dis- 
trict demanding  it  for  distribution  by  such  distribution  systems  sev- 
erally, and  shall  install  at  the  several  cost  of  such  distribution  sys- 
tems suitable  substations,  switches,  transformers,  and  other  like 
and  unlike  apparatus,  as  the  Board  in  its  discretion  shall  by  gen- 
eral rules  and  regulations  prescribe,  or  shall  in  specific  cases  order. 
Such  delivei’y  shall  be  made  w-ithout  discrimination  as  to  service 
among  such  purchasing  distribution  systems,  and  without  discrim- 
ination between  such  purchasing  distribution  sytems,  and  the  dis- 
tribution systems  if  any,  owned  or  operated  by  snch  common  seller, 
Such  sales  shall  be  at  a price  properly  computed  as  not  more  than 
the  average  cost  to  the  common  seller,  including  a fair  return  on 
the  proper  rate-base,  of  the  purchase,  generation,  and  transmission, 
excluding  distribution,  of  the  current  transmitted  by  it.  Provided: 
That  if  experience  shall  at  any  time  have  clearly  shown  that  such 
sale  and  delivery  to  any  such  distribution  system  has  caused,  and 
in  the  judgment  of  the  Commission  is  likely  to  continue  to  cause  in 
the  near  future,  a decrease  in  the  average  daily  output,  measured 
in  kilowatt  hours  per  kilowatt  of  installed  generating  capacity  of 
equipment  generating  the  current  transmitted  by  such  common  sell- 
er, then  and  in  that  case  snch  price  shall  be  equitably  increased  by 
the  Commission. 

Section  4.  The  facilities  of  common  purchasers  and  common  sell- 
ers® under  this  Act  shall  be  adequate  for  the  performance  of  their 
common  purchase  and  common  sale“  duty.  The  services  rendered  by 
them  in  common  purchase  and  common  sale  hereinunder,  and  the 
rates  charged  therefor,  shall  be  reasonable  nondiscriminatory  and 
just.  All  inadequacy  of  facilities,  and  all  unreasonable  discrimina- 
tory or  unjust  services  and  rates,  are  hereby  prohibited.  The  Com- 
mission shall  have  power,  on  its  own  motion,  or  upon  application 
of  any  producer  of  current,  or  operator  of  any  public  service  dis- 
tribution system  within  the  same  transmission  district,^®  to  regulate 
the  construction,  operation,  and  maintenance  of  the  facilities  of 
common  purchasers  and  common  sellers  hereunder,  the  services 
rendered  by  them  hereunder,  and  the  rates  charged  therefor,  also 
after  due  notice  and  hearing,  in  specific  cases  to  order  the  better- 


*“Common  purchasers  and  common  sellers”  substituted  for  “carriers”  in  1925  HR  1057. 
““Common  purchase  and  common  sale”  substituted  for  Common  carriers”  In  1025  HR  1057. 
3 0 “Producer  of  current  or  operator  of  any  public  service  distribution  system  within  the  same 
transmission  districts”  substituted  for  “Shipper,  consignee,  connecting  carrier,  interested  munici- 
pality, or  other  interested  person”  in  1925  HR  1057. 
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ment,  enlargement,  and  extension,  or  any  of  them,  of  such  facilities, 
and  the  rendering  of  such  services  and  to  hx  such  rates. 

“Section  5.  The  Board  shall  have  power,  and  it  shall  be  its  duty, 
from  time  to  time  to  divide  and  redivide  the  State  into  transmission 
districts,  as  the  Board  shall  deem  most  expedient  for  securing  the 
common  purchase  and  common  sale  nnder  this  Act  of  electric  cur- 
rent for  light,  heat,  and  power,  or  any  of  them.^- 

Section  6.  In  making  such  division  and  redivision  the  Board, 
having  in  view  the  major  i)nhlic  service  transmission  systems  then 
existing  and  then  i-easonably  anticipated  by  the  Board,  shall  assign 
to  each  then  existing  or  so  anticipated  major  public  service  trans- 
mission system,  or  to  a part  thereof,  such  a district  as  in  the  judg- 
ment of  the  Board  can  then  or  in  the  near  future  be  best  served  by 
such  system  as  a common  purchaser  and  common  seller  under  this 
Act.  The  division  and  redivision  shall  be  so  made  that  every  part 
of  the  Commonwealth  is  in  one  such  district  and  no  more. 

Section  7.  The  Board  shall  have  power  reasonably  to  require  and 
permit  the  extension  in  any  transmission  district  of  the  lines  and 
other  facilities  of  the  major  public  service  transmission  system  to 
which  such  district  is  assigned,  as  the  Board  may  deem  necessary 
and  convenient  for  the  common  purchase  and  common  sale  of  elec- 
tive current  under  this  Act  throughout  such  district. 

Section  8.  Public  service  transmission  lines,  not  a jiart  of  the 
major  public  service  transmission  system  to  which  any  such  trans- 
mission district  is  assigned,  e.xisting  in  such  district  at  the  time  of 
its  creation  by  such  division  or  redivision,  shall  not  be  affected  by 
such  creation,  and  the  Board  may  in  its  discretion  permit  at  any 
time  the  construction,  operation,  and  maintenance,  in  and  across 
any  such  district,  of  new  public  service^^  transmission  lines  not  a 
part  of  the  public  service  transmission  system  to  which  such  district 
is  assigned,  but  such  new  lines  shall  not  deliver  current  to  any  pub- 
lic service  distribution  system  within  such  district. 

Section  9.  The  Board  and  the  Commission  shall  severally  have 
power  to  perform  any  and  all  Acts,  to  make  such  rules,  regulations, 
and  orders,  and  to  prescribe  such  forms  as  may  be  necessary  and 
proper  for  the  administration  of  this  Act. 

Section  10.  In  the  administration  of  this  Act  the  practice  and 
procedure  before  the  Commission,  and  upon  appeal,  shall  so  far  as 
applicable  be  that  provided  by  Article  Six  of  the  Public  Service  Com- 
pany Law  approved  the  twenty-sixth  day  of  July,  one  thousand  nine 
hundred  and  thirteen  (Pamphlet  Laws  thirteen  hundred  and  seventy- 
four),  and  the  supplements  and  amendments  thereto. 

Section  11.  The  Provisions  of  this  Act  are  hereby  declared  to  be 
severable  one  from  another,  and  servable  as  to  the  common  purchas- 
ers and  common  sellers,  persons,  public  service  companies,  and  sub- 
ject matters  respectively  herein  dealt  with,  and,  if  for  any  reason 
one  or  more  of  such  provisions  be  judicially  held  to  be  unconstitu- 


ll“Section  5 of  1925  HR  1057  is  here  omitted  from  this  hill.  It  road:  Section  5.  No  person 
operating  as  a common  carrier  under  this  Act  shall  himself  generate  or  himself  distribute 
directly  to  consumers  electric  current  for  light,  heat,  or  power,  or  any  of  them,  nor,  if  an 
incorporated  company,  engage  in  any  Imsiness  forbidden  to  common  carriers  by  the  Constitu- 
tion of  this  Commonwealth.  Every  person  required  by  this  Act  tio  operate  a major  public 
service  transmission  system  as  a common  carrier  shall  before  January  first,  one  thousand  nine 
hundred  and  twenty-six,  dive.<?t  himself  of  every  ownership  or  interest  hereby  forbidden  by 
segregation  into  separate  corporations,  one  of  which  may  be  a common  carrier  transmission 
company,  or  otherwise. 

i2The  W'ords:  “To  public  service  distribution  systems  in  such  districts,  and  to  actual  and 

potential  connecting  carriers.”  were  added  to  the  end  of  this  sentence  in  1925  IIR  1057. 
i^The  word  “service”  was  omitted  in  1925  HU  1057. 
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tional  as  to  any  pavticailar  common  purchaser  and  common  seller*, 
person,  public  service  company,  or  subject  matter,  or  otherwise, 
such  holding  shall  not  affect  tlie  validity  of  such  provision  or  pro- 
visions as  applicable  to  otlier  common  purcliasers  and  common  sell- 
ers, persons,  public  service  companies,  or  subject  matters  dealt 
with  hereby,  or  the  validity  of  the  remaining  provisions  of  this  Act. 
It  is  hereby  declared  that  such  provision  or  provisions  and  the  re- 
maining provisions  would  have  Ireeii  enacted  not  withstanding  such 
holding. 

Section  12.  All  Acts  and  parts  of  Acts  inconsistent  with  this  Act 
are  hereby  repealed. 


SENATE  BILL  NO.  34 

Providing  for  the  regulation  of  electric  utilities. 

(The  wording  of  this  bill,  except  where  otherwise  noted,  is 
the  same  as  that  of  1!)25  HU  1017). 

Section  1.  Be  it  enacted,  &c.,  That  this  Act  may  be  cited  as  the 
Electric  Utilities  Act  one  thousand  nine  hundred  and  twenty-six.^ 

Section  2.  That  where  used  in  this  act  singular  words  shall  be 
construed  as  including  the  plural,  masculine  words  shall  be  con- 
strued as  including  the  femine  and  neuter,  and  the  folloAving  terms 
shall  have  the  following'  meanings  respectively  designated  for  each: 

“Board'’  (See  Standard  Definitions). 

“('ommission”  (See  Standard  Definitions). 

“Distribution  system”  (See  Standard  Definitions). 

‘‘Public  service*  distribution  system”  (See  Standard  Definitions). 

(See  foot  note-) 

“(riant  power  company”  (See  Standard  Definitions). 

(See  foot  note^). 

“Public  Service”  (See  Standard  Definitions). 

“Electric  utility”  (See  Standard  Definitions). 

“Net  investment”^  (See  Standard  Definitions). 

“Additional  fair  value’’  (See  Standard  Definitions). 

“Public  service  generating  company”  (See  Standard  Definitions). 

“Transmission  line”  (See  Standard  Definitions). 

“Transmission  system”''^  (See  Standard  Definitions). 

“Transmission  district”  (See  Standard  Definitions). 

Section  3.  Any  electric  utility  Avhich  has  been  heretofore  incor- 
porated, or,  if  not  a cor[ioration,  has  heretofore  begun  to  generate, 
transmit,  and  distribute,  or  any  of  them,  in  public  service,  electric 
current  for  light,  heat,  and  power,  or  any  of  them,  may  accept  the 
povisions  of  Section  four  of  this  Act  by  a writing  under  its  corpor- 
ate seal,  if  it  be  a corporation,  filed  in  the  office  of  the  Secretary 
of  the  Commonwealth  and  in  duplicate  with  the  Commission,  and 
thereupon  such  electric  utility  shall  he  subject  to  the  provisions  of 
said  Section,  and,  if  it  be  a corporation,  said  jArovisious  shall  be 

J “Twenty-five”  in  W2.5  HR  1047. 

'Transmission  System”  was  cletinocl  in  1925  HR  1047.  (See  Standard  Defiinitions) . 

®Tlie  definition  ot  “common  carrier  transmissioh  comiiany”  was  included  here  in  1925  HR  1047 
(See  Standard  Helinitions) . 

‘‘Compai-e  this  definition  of  “net  investment”  with  that  used  in  1926  S.  37.  (See  Standard 
Definitions) . 

“See  foot  note  ^ 
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deonu'd  and  taken  to  be  conditions  of  its  cliarter  of  incorporation 
to  all  intents  and  pnrposes. 

(Section  f.  Tn  the  niaking  and  regulation  of  the  rates  of  any  elec- 
tric utility  which  is  hereaftei*  incorporated/'  such  rates  shall  be  so 
made  or  tixed  as  to  atford  such  electric  utility  from  its  business  as 
a whole,  if  efficiently  conducted,  a reasonable  opportunity  for  a re- 
turn U-iJouits  net  inyestment.  jilus  additional  fair  value,  if  any, 
at  a rate  reasonably  sufficient  from  time  to  time  to  attract  into  ,he 
enterprise  new  money  in  sufficient  volume  to  meet  the  needs  of  its 
public  service  duty.  If,  and  so  long  as  any  system  of  rates,  and/  or 
any  regulation  of  facilities,  and/  or  service  fix(Ml  or  made  l»y  the 
Commission,  affords  as  a whole  such  reasonable  oi)portunity  for 
,such  return,  no  part  thereof,  shall  be  deemed  contiscatory  or  be 
changed  or  abolished  bv  anv  court  or  authority  other  than  the  Com- 
mission. 

Section  o.  The  exercise,  use,  or  enjoyment,  and  the\  commence- 
ment of  exercise,  use,  or  enjoyment,  by  any  electric  utility  described 
in  Section  three  of  this  Act,  of  any  of  the  following  enumerated 
rights,  franchises,  or  privileges  otherwise  allowed  but  not  required 
by  law,  is  hereby  prohibited,  unless  and  until  it  shall  have  accepted 
the  jirovisions  of  Section  four  of  this  Act  as  ])rovided  in  said  Sec- 
tion three,  that  is  to  say: 

(a)  The  right  of  eminent  domain  ; 

(1)1  The  right  to  acquire  hereafter,  or  to  hfdd,  if  acciuired  here- 
after, any  right  of  ownershiu,  or  voice  in  management  by  stockhold- 
ing, or  otherwise,  in  any  otfier  electric  utility : 

(c)  The  right  to  begin  the  exercise  of  any  right,  power,  franchise, 
or  privilege  under  any  ordinance,  municipal  contract,  or  otherwise; 

id)  The  right  to  become  incorporated,  orgaui'unl,  or  created,  or 
if  a corporation,  to  renew  its  charter  or  obtain  any  additional 
rights,  ]iowers,  franchises,  or  privileges,  by  any  amendment  or  sup- 
plement to  its  charter,  or  otherwise; 

(e)  The  right  to  buy  or  sell,  assign  or  accept  assignment  of, 
transfer  or  accept  transfer  of,’  lease,  consolidate,  or  merge,  ils  prop- 
erty, powers,  franchises,  or  privileges,  or  any  of  them,  to  or  from, 
or  wirh  those  of,  any  other  electric  utility. 

Provided:  'Phat  nothing  in  this  Section  shall  be  construed  to  ]>re- 
veut  any  segregation'  of  the  owncrshij'  of  any  transmission  .system 
from  the  ownership  of  any  electric  generating  station  or  distribution 
system,  nor  to  prevent,  or  condition  the  incorporation  of,  or  require 
the  acceptance  of,  the  provisions  of  Section  four  of  Ihis  Act  hy  any® 
corporation,  the  organization  of  Mhich  is  reasonably  necessary  or 
convenient  to  effect  such  segregation. 

^Section  fi.  In  the  regulation  of  the  rates  of  any  electric  utility 
which  has  been  heretofore  iiicorpoi-ated  or,  if  not  a corporation, 
which  has  been  heretofore  begun  to  generate,  transmit,  and  dis- 
tribute, or  any  of  them,  in  public  service,  electric  current  for  light, 
heat,  and  power,  or  any  of  them,  and  which  shall  not  have  accepted 
the  provisions  of  Section  four  hereof,  the  Commission  shall  as  the 

®The  following  words  were  inserted  here  in  1925  HR  1047 ; “ — , or  If  not  a corporation, 
hereafter  begins  to  generate,  transmit,  and  distribnto,  or  any  of  them,  in  imblic  service, 
electric  current  for  light,  heat,  and  imwer,  or  any  of  them.  — ” 

''riie  following  words  were  in.«orte<l  here  in  1925  HR  1047  : “ — reguired  by  any  present  or 
fuUire  law  of  this  Commonwealth — 

^Tlie  following  words  were  inserted  hero  in  1925  HR  1047  : “ — common  carrier  transmission 
con-pany  or  other — 

®Tlijs  section  did  not  appear  in  1925  HR  1047. 
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presTunptive  rate-base  take  the  rate-base  prescribed  by  said  Section 
four  and  shall  fix  rates  accordingly  as  in  that  Section  required.  Pro- 
vided : That,  within  days  after  the  making  of  such  order, 

such  electric  utility  may,  by  petition  to  the  Commission,  demand  a 
valuation  of  its  property  used  and  useful  in  public  service.  Upon 
such  demand  the  rates  so  tlieretofore  fixed  under  this  Section  shall 
be  suspended  and  the  Commission  shall  proceed  to  fix  rates  iinder 
the  Public  Seiudce  Company  Law,  as  amended  to  the  twelfth  day  of 
January  one  thousand  nine  hundred  and  twenty-six,  inclusive. 

^®Section  7.  The  Commission  shall  have  power  and  it  shall  be 
its  duty  in  the  exercise  of  The  powers  by  this  act  and  otherwise 
granted  for  the  regulation  of  the  facilities  services  and  rates  of  elec- 
tric utilities: 

(a)  To  establish  and  re-establish  a simple  classification  of  serv^- 
ice  patrons,  and  rates  to  all,  or  an  yclass  of,  or  of  any  single 
electric  utility,  which  classification  may,  in  the  discretion  of  the 
Commission,  take  into  account  the  kind,  quantity,  and  time  of  use 
as  these  affect  the  cost  of  current  and  of  service. 

Provided:  That  any  electric  utility  may  establish  such  classifi- 

cation for  itself  iTiiless  and  until  the  Commission  shall  have  estab- 
lished a classification  hereunder  applicable  to  such  electric  utility; 

(b)  To  make  in  rate  fixing  provisions  just  to  consumers  and  to 
the  public,  and  equitable  to  any  electric  utility  affected  thereby,  for 
the  amortization  over  a term  of  years  of  all  or  any  part  of  any  equip- 
ment generating  current  at  a high  unit  cost,  which  eqiTipment  is  to 
be  disused  because  of  the  purchase  of  relatively  low  cost  current; 

(c)  To  permit  the  extension  of  the  facilities  and  service  of  any 
pTiblicly  owned  public  service  distribution  system  to  any  territory 
within  the  same  transmission  district  which  is  not  served,  or  is, 
in  the  opinion  of  the  Commission,  inadequately  served  with  electric 
current  for  light,  heat,  and  power;  also  reasonably  to  require  or 
to  permit  such  extension  of  the  facilities  and  service  of  any  other 
electric  utility; 

(d)  To  annul  iu  its  discretion  after  due  notice  and  hearing  the 
charter  rights,  and/or  other  rights  of  any  electric  utility  to  supply 
to  the  public  electric  current  for  light,  heat,  and  power,  or  any  of 
them,  in  any  chartered  or  other  territory,  or  part  thereof,  which  the 
Commission  shall  find  not  to  be  served  or  adequately  served  by  such 
electric  utility; 

(e)  To  regulate  and  reform  contracts  in  this  subsection  here- 
after specified  by,  between,  or  among,  electric  utilities  to  the  same 
extent  as  the  Commission  is  by  this  Act  and  otherwise  by  law  em- 
powered to  regulate  the  facilities,  service,  or  rates  of  electric  iTtili- 
ties,  that  is  to  say:  Contracts  of  construction,  lease  or  management, 
contracts  for  purchase  or  sale  or  exchange  of  current,  contracts  for 
the  carriage  of  current,  and  contracts  of  brokerage  or  agency  in  re- 
spect of  any  contract  in  this  subsection  before  described ; 

(f)  To  require  at  any  time  from  any  public  Titility  full  informa- 
tion aboiit,  and  to  ascertain  and  fix  the  additional  fair  value  of,  the 
property  thereof; 

(g)  To  regulate,  as  provided  in  Section  eight“  liereof,  tiie  issue 
of  securities  by  electric  utilities; 

i^Section  7 of  this  A<’t  is  the  same  as  Section  6 of  1925  HR  1047. 

^^The  ■svord  “eight”  was  suhstitutecl  for  “seren”  in  1925  HR  1047, 


75 


(h)  To  prescribe  rules  and  regulations  for  the  establisliment  of 
a system  of  accounts,  and  for  the  maintenance  thereof  by  electric 
utilities, to  examine  all  books  and  accounts  of  such  electric  utili- 
ties^^ at  any  time;  to  require  them  to  submit  at  such  time  or  times 
as  the  Commission  may  require  statements  and  reports,  including 
full  information  as  to  assets  and  liabilities,  capitalization,  net  in- 
vestment, and  reduction  thereof,  additional  fair  value,  gross  re- 
ceipts, interest  due  and  paid,  depreciation  and  other  reserves,  cost  of 
property,  cost  of  maintenance  and  operation  of  the  property,  cost  of 
renewals  and  replacements  of  structures,  and  as  to  depreciation  of 
structures,  and  as  to  production,  reception,  carriage,  delivery,  use, 
and  sale  of  current,  also  to  require  an  yelectric  utility  to  make  ade- 
quate provision  for  currently  determining  said  cost  and  other  facts. 
All  such  statements  and  re])orts  shall  be  made  upon  oath  unless  other- 
vdse  specified  and  in  such  form  and  on  iich  blanks  as  the  Commission 
may  require.  Any  person,  who,  for  the  purpose  of  deceiving,  makes 
or  causes  to  be  made  any  false  entry  in  the  books  or  the  accounts  of 
any  electric  utility,  and  any  person,  who,  for  the  purpose  of  deceiv^- 
ing,  makes  or  causes  to  be  made  any  false  statement  or  report  in 
response  to  a request  or  order  or  directions  from  the  Commission 
for  the  statements  and  reports  herein  referred  to,  shall  upon  con- 
viction be  fined  not  more  than  two  thousand  dollars,  or  imprisoned 
not  more  than  five  years,  or  both; 

(i)  To  hold  hearings  and  to  order  testimony  to  be  taken  by 
deposition  at  any  designated  place  in  connection  with  any  inquiry 
or  proceeding  under  this  Act ; 

(j)  To  require  by  subpoena,  signed  by  any  member  of  the  Com- 
mission, the  attendance  and  testimony  of  witnesses  and  the  produc- 
tion of  documentary  evidence  from  any  place  within  the  Common- 
wealth, and,  in  case  of  disobedience  to  a subpoena,  the  Commission 
may  invoke  the  aid  of  any  court  of  the  Commonwealth  in  requiring 
the  attendance  and  testimony  of  witnesses  and  the  i^raduction  of 
documentary  evidence.  Any  member,  expert,  or  examiner  of  the 
Commission,  when  duly  desiguated  by  the  Commission  for  such  pur- 
poses, may  administer  oaths  and  affirmations,  examine  witnesses, 
and  receive  evidence.  Depositions  may  be  taken  before  any  person 
designated  by  the  Commission,  or  by  its  Secretary,  and  empowered 
to  administer  oaths.  They  shall  be  reduced  to  writing  by  such  ])er- 
son,  or  under  his  direction,  and  subscribed  by  the  deponent.  Wit- 
nesses summoned  before  the  Commission  shall  be  paid  fees  and  mile- 
age allowances  equal  to  those  paid  witnesses  in  the  Courts  of  the 
Commonwealth,  and  witnesses  whose  depositions  are  taken  and 
persons  taking  the  same  shall  be  entitled  to  fees  equal  to  those  paid 
for  like  services  in  the  Courts  of  the  Commonwealth ; 

(k)  To  perform  any  and  all  such  acts,  to  make  such  rules  and 
regulations,  to  prescribe  such  forms,  and  to  issue  such  orders,  not 
inconsistent  with  this  Act,  as  may  be  necessary  and  proper  for  the 
purpose  of  carrying  out  the  provisions  of  this  Act. 

Section  8.  Upon  the  apiiroval  of  tlie  Commission  evidenced  by  its 
certificate  of  public  convenience  first  had  and  obtained,  and  not 
otherwise,  it  shall  be  lawful  for  any  electric  utility  l)eing  a corpora- 
tion to  issue  stocks,  trust  certificates,  bonds,  notes,  or  other  evi- 
dences of  indebtedness,  payable  at  periods  more  than  three  years 


^-“Electric  utilities”  substituted  for  ‘‘permittees  hereunder”  In  1925  Hfl  1047, 
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after  the  date  thereof,  to  such  amount  and  in  such  deuominations 
as  the  Commission  shall  have  found  from  time  to  time  and  so  evi- 
denced to  be  reasonably  necessary  for  the  purpose  for  which  such 
issue  has  been  authorized  by  such  electric  utility,  taking  into  con- 
sideration any  resoui'ces  of  such  electrical  utility  available  or  which 
might  be  available  for  such  purpose.  The  a}>plication  of  the  proceeds 
to  any  other  purpose  is  hereby  i)rohibited.  All  such  stock  shall 
have  a fixed  par  value  approved  by  the  Commission  and  so  evidenced. 
If  any  such  electric  utility  increases  its  capital  stock,  the  new  shares 
shall,  except  as  herein  otherwise  provided,  be  offered  proportionately 
to  its  stockholders  at  such  price  not  less  than  par  as  its 
directors  may  lix.  The  finding  of  the  Commission,  as  above  pro- 
vided, as  to  tiie  amount  of  stock  reasonably  necessary  for  the  ])nrpo'se 
for  which  such  increase  lias  been  authorized,  shall  be  based  on  the 
price  fixed  by  the  directors,  unless  the  Commission  deems  that  such 
price  is  so  low  as  to  be  inconsistent  with  public  interest,  in  which 
case  the  Commission  may  fix  the  price  at  which  such  shares  may  be 
issued.  The  directors,  upon  the  approval  of  such  increase  and  the 
fixing  of  the  price  as  herein  provided,  shall  cause  written  notice  of 
such  increase  to  be  given  to  every  stockholder  who  Avas  such  at  the 
date  of  the  vote  to  increase,  stating  the  amount  of  stich  increase, 
the  number  of  shares  or  fractions  of  shares  to  which  he,  according 
to  the  proportionate  number  of  bis  shares  at  the  date  of  such  vote, 
is  entitled,  the  price  at  Avhich  be  may  take  them,  and  fixing  a time 
not  less  than  fifteen  days  after  the  date  of  such  determination  with- 
in Avhich  be  may  subscribe  for  such  additional  stock.  ProAuded: 
That,  AA’hen  the  capital  stock  of  the  corporation  consists  of  preferred 
and  common  stock,^®  the  by-hvAvs  or  amended  by-laAvs  of  the  corjmra- 
tion  may  jirovide  that  the  holders  of  preferred  stock  only  shall  be 
entitled  to  subscribe  for  ueAV  or  additional  preferred  stock,  and  that 
the  holders  of  common  stock  only  shall  be  entitled  to  subscribe  for 
ueAV  or  additional  common  stock  and  that  notice  of  such  increase  as 
aforesaid  need  be  given  only  to  tlie  stockholders  so  entitled  to  sub- 
scribe. Every  stockholder  entitled  to  subscribe  as  aforesaid  may 
within  the  time  limited,  subscribe  for  his  j)ortion  of  the  stock  Avhich 
shall  be  paid  for  in  cash  before  the  issue  of  a certificate  therefor. 
All  votes  and  proceedings  relatiA^e  to  the  increase,  and  all  rights 
of  stockholders  to  subscribe  for  the  ueAv  shares,  shall  be  Amid  unless 
the  directors,  after  the  Amte  to  increase  and  Avithin  sixty  days  after 
final  action  of  the  Commission,  shall  cause  Avritten  notice  of  such 
increase  to  be  given  as  herein  provi<led,  or,  if  such  increase  is  within 
the  next  folloA\dng  proviso  of  this  Section,  shall  dispose  of  the  same 
as  therein  set  forth.^^ 

PrOAuded  further:  That,  if  any  such  increase  does  not  exceed 

four  per  cent  of  the  existing  stock  of  the  company,  the  directors, 
Avithout  first  offering  the  shares  to  the  stockholders,  may  sell  them 
by  auction  or  by  tender  to  the  highest  bidder  in  such  manner,  at 
sucli  times,  and  upon  such  terms,  not  less  than  par  to  be  paid  in 
cash,  as  the  directors  shall  d(*terniine.  Any  shares  heretofore  or 
hereafter  authorized,  Avhich  under  the  jirovisions  of  this  section  re- 
main unsubscribed  for  bj^  the  stockholders  entitled  to  take  them, 
may  be  sold  by  the  directors  at  ]nd»lic  auction,  or  may  be  disposed  of 


i^The  words  — . “the  agreement  or  amended  agreement  of 
cd  here  in  1925  HR  1047. 

i^The  wor(3s  “set  forth”  were  substituted  for  the  word  “prov 


association,  or — ” were 
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at  such  price  not  less  than  par,  or  at  such  price  less  than  ]>ar  as 
may  have  been  authorized  by  tlie  (’oiuniissioii  under  this  Section,® 
and  upon  such  terms,  and  in  sucli  manner  as  the  directors  may  deem 
advisable,  subject  to  the  aj)])roval  of  the  Commission.  Sucli  shares 
as  are  sold  at^“  auction  slmll  be  offered  for  sale  in  l’hiladeli)hia, 
or  in  such  other  city  or  town  as  the  Commission  prescribes,  and 
notice  of  the  time  and  place  of  the  sale  shall  be  i)ublished  at  least 
five  times  during  the  ten  days  immediately  preceding  the  sale,  in 
each  of  three  at  least  of  such  daily  newspapers  as  the  Commission 
may  prescribe. 

It  is  the  intent  of  this  Section  that  the  amount  of  securities  of 
any  electric  utility  at  any  time  outstanding  shall  correspond  as  near- 
ly as  practicable  with  the  net  investment,  plus  the  additional  fair 
value,  if  any,  of  the  property  of  such  electric  utility. 

^"Section  !J.  A113'  electric  utility,  with  the  approval  of  the  Com- 

mission evidenced  by  its  certificate  of  public  convenience,  may  sell 
elecfric  current  to  any  other  electric  utility  for  delivery  within  this 
Commonwealth,  but  every  such  contract  shall  be  subject  to  the  pro- 
visions of  suhsection  (e)^*  of  Section  seveid®  of  this  Act. 

Section  10.  jS^o  foreign  cor])oration,  organized  under  the  laws 
of  any  other  state  or  nati(>n,  shall  hereafter  begin  to  generate,  trans- 
mit, and/or  distribute  in  public  service  in  this  Commonwealth  elec- 
tric current  for  light,  heat,  and  power,  or  any  of  them. 

Section  11.  An}'^  electric  utility  or  any  ijerson,  rvho  shall  wilfully 

fail,  or  who  shall  refuse,  to  comply  with  any  of  the  provisions  of 
this  Act,  or  with  any  subpoena  of  the  Commission  hereunder,  or  re- 
lating-® to  the  administration  hereof,  or  with  any  regulation  or 
lawful  order  of  the  Commission  issued  or  made  in  accordance  with 
the  provision  of,  or  for  the  proper  administration  of,  this  Act,  shall 
be  deemed  guilty  of  a misdemeanor,  and  on  conviction  thereof,  shall 
in  the  discretion  of  fhe  Court  be  punished  by  a fine  of  not  exceeding 
one  thousand  dollars  in  addition  to  other  penalties  herein  prescribed 
or  provided  by  law,  and  every  month  any  such  electric  utility  or 
any  such  person-^  shall  remain  in  default  after  written  notice  from 
the  Commission  shall  be  deemed  a new  and  separate  offense  punish- 
able as  aforesaid. 

^-Section  12.  The  definifion  of  “Public  Service  Company”  in  Sec- 
. tion  one  Arficle  one  of-®  the  Public  Service  Company  Law,  approved 
the  twenty-sixth  day  of  duly,  one  thousand  nine  hundred  and  thir- 


JSTlie  words  '•niider  this  section"  were  sulistituted  for  "as  provided  above”  in  1025  HR  1047. 
I'-The  word  "at”  was  suhstitnted  for  "liy”  in  102.5  IIK  1047. 

J'The  following  section  (Section  S of  1925  HR  1047)  is  omitted  in  tins  bill.  It  was  In- 
cluded at  this  Point  in  tlie  1025  bill.  ^ . , * , , j 

Section  8 The  Act  approved  tlie  twenti  -ninth  day  of  ,\pril , one  ttiousand  eigixt  luindred 

and  seventy-four  (Pamphlet  Laws  seventy-three),  entitled:  "An  Act  to  provide  for  the  in- 

coiporation  and  regulation  of  certain  corporations",  as  amended,  i.s  hereby  supplemented  by 
addiim  thereto)  under  "Corporations  tor  Profit,  Second  ('lass."  the  following  paragraph: 

XXVHI  Tile  generation  bv  any  prime  mover  of  electric  current  for  the  supply 
public  with  light,  heat,  and  'power  by  delivery  of  the  current  so  generated  directly 
through  one  or  more  carriers  to  a public  service  distribution  system. 
i*The  letter  (e)  was  substituted- for  (c)  in  192.5  HIv'  1047. 

isSection  (5  of  1925  HR  1047.  . , , - < mo-  ixr>  mae 

2"The  words  "or  relating”  were  substitiRed  for  ‘bvith  respect”  in  192o  HR  1047. 

2'The  word  ”wno”  was  included  in  1925  HR  1047. 

2Tbe  followimi-  section  (Section  12  of  1925  Hit  1047)  is  omitted  liere  in  .ins  bill: 


Ilf 

to , 


tlie 


propriate  order  direct  such  removal  and  cause  file  recorii  in  tlie  case  to  be  filed  in  the  Supreiiio 
(’0111!  for  ftnal  disposition.  T.'pon  such  tilinii'  the  suit  shall  ho  sivcui  prociHlence  over  others 
a.nd  in  every  way  be  expditod  and  shall  shall  be  assigned  for  hearing  at  the  earliest  practcablie 
day. 


T8 


ieeu  (PjuiipJilet  La^vs  one  tlionsand  tliree  iuindred  and  seventy- 
four),  is  hereby  amended  to  read  as  follows: 

The  term  “Public  Service  Company”  when  used  in  this  Act  in- 
cludes all  railroad  coiporations,  canal  corporations,  street  railway 
corporations,  stage  line  corporations,  express  corporations,  baggage 
transfer  corporations,  pipe  line  coi’^jorations,  ferry  corporations, 
common  carriers,  Pullman  car  corporations,  dining  car  corporations, 
tunnel  corporations,  turnpike  corporations,  bridge  corporations, 
wharf  corporations,  incline  plane  corporations,  grain  elevator  cor- 
porations, telegrapli  corporations,  telephone  corporations,  natui'al  gas 
corporations,  artificial  gas  corporations,  giant  power  companies,  com- 
];>anies  organized  for  the  generation  by  any  ]mime  mover  of  electric 
current  for  the  supply  of  tlie  ])ublic  witli  light,  heat,  and  power,  or 
any  of  them,  by  delivery  of  tiie  current  so  generated  directly  to,  or 
through  one  or  more  carriers,  to  a public  service  distribution  system, 
companies  organized  to  transmit  electric  current  for  the  supply  of  the 
public  by  delivery  of  the  current  so  transmitted  directly  to  or  through 
one  or  more  other  carriers,  to  a public  service  distribution  system, 
and  any  other-*  electric  corporations,  water  corporations,  water-power 
corporations,  heat  corporations,  refrigerating  corporations,  sewage 
corporations,  doing  business  within  this  State,  and  also  all  persons 
engaged  for  profit  in  the  same  kind  of  business  within  this  Common- 
wealth. Provided  liowever:  Such  persons  and  corporations  shall 

not  be  subject  to  the  provisions  of  this  Act  Avith  respect  to  any  busi- 
ness transacted,  or  any  property  owned  by  them,  outside  of  the  Gom- 
moiiAvealtli  of  Pennsylvania,  nor  shall  the  provisions  of  this  Act  be 
so  construed  as  to  extend  to  any  matter  or  thing  which,  under  the 
Federal  Constitution,  the  CongTess  of  the  United  States  has  the  ex- 
clusive power  to  regailate,  or  which  the  Congress  has  under  said  con- 
stitution in  the  exercise  of  its  concurrent  power  in  fact  regulated 
to  the  exclusion  of  the  concurrent  power  of  the  several  States.  And 
provided  further:  That  none  of  the  provisions  of  this  Act  shall  ap- 
ply to  the  generation,  transmission,  or  distribution  of  electricity,  to 
the  manufacture  or  distribution  of  gas,  to  the  furnishing  or  distrib- 
ution of  Avater,  or  to  the  production,  delivery,  or  furnishing  of 
steam,  or  any  other  substance  for  heat  or  poAver,  by  a producer  who 
is  not  otherAvise  a public  seiwice  company,  for  the  sole  use  of  such 
producer,  on  for  the  use  of  tenants  of  sucli  producer,  and  not  for  sale 
to  others. 

Section  13.  It  is  the  intent  of  this  Act  to  secure  for  the  rail- 
roads, industries,  farms,  and  homes  of  and  throughout  this  Common- 
Avealth  an  abundant  and  cheap  su^Aply  of  electric  current  for  light, 
heat,  and  power,  and  it  shall  be  broadly  construed  to  that  end. 
Nothing  in  this  Act  shall  be  construed  to  limit  or  narroAV  the  exist- 
ing powers  of  the  Commission  available  to  that  end. 

Section  14.  The  provisions  of  this  Act  are  hereby  declared  to  be 
severable  one  from  another,  and  severable  as  to  the  electric  utilities, 
persons,  corporations,  and  subject  matters  respectively  herein  dealt 
Avith,  and  if  for  au}^  I'eason  one  or  more  of  such  i)rovisions  be  judi- 

^^The  words  “Section  one  Article  cne  of”  were  omitted  in  1925  HR  1017. 

2^These  underlined  words  were  substituted  for  the  followinff  in  1925  HR  1017,  Section  13: 

“Giant  power  companies,  coninion  carrier  transmissio!u  companies  authorized  under  any  law 
of  tliis  Commonwealth  to  own,  and  or  operate  a public  service  distribution  system,  and  any 
other.”  \j 


79 


daily  held  to  be  uncoustitutional  as  to  any  particular  person,  cor- 
poration, electric  utility,  or  subject  matter,  or  otherwise,  such  hold- 
ing shall  not  affect  the  validity  of  such  provision  or  provisions  as 
applicable  to  other  persons,  corporations,  electric  utilities,  or  sub- 
ject matters  dealt  Avith  thereby,  or  the  validity  of  the  remaining  pro- 
visions of  this  Act.  It  is  hereby  declared  that  such  provision  or 
provisions  and  the  remaining  provisions  would  have  been  enacted 
nothwithstanding  such  holding. 

C.  OTHER  HOUSE  BILLS,  SESSION  OF  1925  , 
HOUSE  BILL  NO.  1048 

Authorizing  the  purchase  by  the  Commonwealth  of  land  strips  for 

the  transmission  lines  of  Giant  Bower  Companies. 

Section  1.  Be  it  enacted,  &c.,  That  this  act  may  be  cited  as  The 
Giant  PoAver  Transmission  Location  Act  one  thousand  nine  liundred 
and  twenty-five. 

Section  2.  Where  used  in  this  act  singular  Avords  shall  be  con- 
strued as  including  the  plural,  masculine  Avords  shall  be  construed 
as  including  the  feminine  and  neuter,  and  the  folloAvig  terms  shall 
have  the  following  meanings  respectiA^ely  designated  for  each : 

“Board”  (See  Standard  Definitions). 

“Reservation”  (See  Standard  Definitions). 

“Transmission  line”  (See  Standard  Definitions). 

“Giant  power  company”  (See  Standard  Definitions). 

“Giant  power  permit”  (See  Standard  Definitions). 

“Giant  power  transmission  line”  (See  Standard  Ilefinitions) . 

Section  3.  The  Board  is  hereby  authorized  and  directed,  from 
time  to  time,  in  its  discretion,  to  designate  strips  c)f  land  not  e.\- 
ceeding  six  hundred  and  sixty  feet  in  Avidtli,  Avhich  the  Board  shall 
deem  necessary,  and  convenient  for  occupancy  and  use  by  giant 
power  transmission  lines. 

Section  -1.  For  said  purpose  the  Board  is  hereby  authorized  to 
acquire,  by  purchase,  or  condemnation,  for,  and  in  the  name  of  the 
Commonwealth,  lands  and  other  property  Avithin  the  strips  so  desig- 
nated, not  already  oAvned  by  the  CommonAvealth,  to  the  extent  that 
such  acquisition  shall  have  been  authorized  from  time  to  time  by  the 
transmission  lines  for  carriage,  thence  to  such  distribution — legisla- 
tive appropriation  of  moneys  to  paA"  for  the  same. 

Section  5.  The  Board  shall  have  poAver,  in  its  discretion,  to  issue 
permits,  in  Avriting,  as  to  lands  oAvned  by  the  CommonAvealth  within 
the  strips  so  designated,  authorizing  the  use  of  right-of-way  for 
giant  poAA^er  transmission  lines,  for  pipe  lines,  to  carry  in  public 
service  natural  gas,  manufactured  gas,  oil,  or  any  other  gaseous  or 
liquid  substance,  or  for  any  other  public  service  purpose  not  incon- 
sistent with  use  by  giant  poAver  transmission  lines.  Brovided:  That 
as  to  any  portion  of  such  strips  Avithin  any  reservation,  permit  shall 
be  issued  under  this  act,  only  after  the  Board  shall  haA'e  found  that 
snch  permit  AA’ill  not  interfere,  or  be  inconsistent,  Avith  the  i)ui'])ose 
for  Avhich  such  reservation  was  created  or  acquired,  and  every  such 
permit  shall  be  subject  to  such  conditions  expressed  therein,  as  the 


so 


liead  of  the  Department,  under  wliose  supervision  such  falls,  shall 
deem  necessary  lor  tlie  ade(iuate  protection  and  utilization  of  such 
reservation. 

Section  G.  Every  permit  issued  under  this  act  shall  be  limited  to 
such  period  not  exceedino-  fifty  years,  as  tlie  Board  shall  determine 
and  set  forth  therein.  Provided ;That  the  permittee  shall  be  entitled 
to  extension  and  reneAval  of  the  permit  tipon  the  terms  thereof,  until 
the  permittee  shall  have  received  through  re  capture  or  purchase  by 
the  Commonwealth,  or  by  a duly  authorized  subsequent  permittee, 
repayment  of  the  money  prudently  invested  upo'n  the  faith  of  the 
permit,  plus  such  reasonable  damages,  if  any,  to  property  of  the 
permittee,  valuable,  serviceable,  and  dependent  for  its  usefulness 
upon  the  continuance  of  the  permit,  but  not  recaptured,  or  purchased 
as  may  be  caused  by  the  severance  therefrom,  of  the  property  taken. 

Section  7.  Every  permit  issued  under  this  act  shall  be’  subject 
to  such  reasonable  annual  charge,  specified  therein,  as  the  Board 
shall  fix,  for  the  pur])o-se  of  ammortizing  in  fifty  years  the  cost  to 
the  Commonwealth  of  the  acquisition  of  such  land  strips,  with  int- 
erest computed  from  the  date  of  the  issuance  of  the  permit. 

The  proceedings  for  the  condemnation  of  lands,  and  otlier  prop- 
erty, under  section  four  of  this  act,  and  for  the  ascertainment,  re- 
coveiy,  and  payment,  of  damages  arising  from  such  condemnation, 
shall  be  taken  in  the  manner  pi'ovided  by  the  act,  approved  the 
twentietli  day  of  May,  one  thousand  nine  hundred  and  twelity-one 
(Pamphlet  Laws  page  nine  hundred  and  eighty-four),  entitled*  “An 
act  providing  for  the  condemnation  by  the  Commonwealth,  of  lands 
suitable,  and  desirable,  for  forest  ])nr]>oses,  or  game  preserve  pur- 
poses, or  the  ))erpetuation  and  potection  of  fish,  and  defining  the 
])Owers  and  duties  of  the  Dcqnirtment  of  Forestry,  _ tlie  Board  of 
Came  Commissioners,  and  tlie  Department  of  Fisheries,  respectfully 
in  relation  thereto.” 


HOUSE  BILL  NO.  1052 

Authorizing  the  use  of  railroad  and  highway  rights  of  way  for 

Giant  l*ower  transmission  lines. 

Section  1.  Be  it  enacted,  &c..  That  where  used  in  this  Act  singu- 
lar words  shall  be  construed  as  including  the  plural,  masculine 
Avords  shall  be  construed  as  including  the  feminine  and  neuter,  and 
the  folloAving  terms  shall  have  the  folloAving  meanings  respectively 
designated  for  each : 

“Board”  (8ee  Standard  Definitions). 

“Giant  jioAA’er  company”  (See  Standard  Definitions). 

“Giant  poAver  permit”  (See  Standard  Definitions). 

“Giant  poAver  ti’ansmission  line”  (See  Standard  Definitions). 

Section  2.  Any  giant  jioAver  company  holding  a giant  power 
permit,  may  occupj"  and  use,  during  the  jieriod  of  such  permit  for 
giant  power  transmission  lines,  any  lands,  servient,  or  adjacent, 
to  any  right-of-way  for  railroad,  or  hi,<>lnvaA"  nnrposes,  as  to  Avliich 
lands,  the  Board,  after  due  notice  and  jiublic  hearing,  shall  have 
found  that  the  apjrropriation  of  the  same  is  required  l»y  the  ]>resent 
and  future  interests  of  the  Commomvealth  for  the  construction, 
maintenance,  or  operation  of  such  traJismisslon  line  and  is  not. 
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incompatible  with  the  public  interests  of  the  region  in  the  vicinity 
of  such  lands. 

Section  3.  Xothing  in  this  Act  shall  be  constrned  to  anthorize 
the  taking  of  private  property  for  i)nblic  nse,  except  upon  payment, 
or  the  securing  of,  just  compensation,  to  be  ascertained  and  ad- 
judged by  due  process  of  law'. 

HOUSE  BILL  NO.  1051 

Pi'oviding  for  condemnation  by  Giant  Power  Companies  and  regulat- 
ing condemnation  for  major  Transmission  lines. 

Xofe:  Section  1 is  the  short  title  and  Section  2 gives  certain 
standard  definitions.  The  remaining  sections  correspond  to 
sections  3,  4,  and  5 of  Senate  Pill  32,  Session  of  192G  (ante 
p — to  w'hich  the  reader  is  referred. 

HOUSE  BILL  NO.  1362 

Authorizing  the  condemnation  of  leaseholds  in  coal  deposits  by 
Giant  Power  Companies. 

Section  1.  Be  it  enacted,  &c.,  That  this  Act  may  be  cited  as  the 
Giant  Power  Coal  Condemnation  Act. 

Section  2.  That,  where  used  in  this  Act,  singular  words  shall 
be  constiaied  as  including  the  plural,  masculine  words  shall  be 
construed  as  including  the  feminine  and  neuter,  and  the  following 
terms  shall  have  the  following  meanings  respectively  designated 
for  each : 

The  term  ‘9)er.son’'  includes  natural  persons,  partners!ii])s,  associa- 
tions, corporations,  and  mniiicipolities, 

“Board”  (see  Standard  Definitions! 

“Giant  pow'er  company”  (see  Standard  Definitions) 

“Giant  j)ow'cr  permit”  (see  Standard  Definitions) 

Section  3.  Any  giant  power  com]niny  holding  a giant  power 
permit  shall  have  the  right  and  ])ow'er  to  condemn  and  appropriate 
the  exclusive  right  to  mine  coal  on  s])ecific  lands,  not  to  exceed  a 
quantity  reasonably  estimated  by  the  Board  to  be  sufficient  to 
supply,  for  not  more  than  lifty  years,  the  generating  station  of 
such  giant  power  company  and  its  works,  for  the  recovery  of  coke, 
gas,  tar,  ammonia,  and  other  by-products  of  coal,  before  steam  rais- 
ing, and  for  the  manufacture  of  chemicals,  operated  as  incidents 
to  the  generation  of  electric  current  in  such  generating  station, 
as  to  W'hich  right  to  mine,  the  Board  shall  have  found,  after  due 
notice,  and  hearing,  that  its  a])pro)priation  is  re(piired  by  the  ])ies- 
ent,  and  future  interests,  of  tlie  Commonwealth,  for  the  operation 
of  such  generating  station  and  work.s,  and  is  not  inc(»ni])atii»le  with 
the  })nblic  interest  of  the  region  in  the  vicinity  of  such  lands. 
Such  right  to  mine  shall  be  in  the  nature  of  a leasehold,  upon  con- 
ditions including  the  time  of  payment  of  annual  rental  during  period 
of  non-operation  or  of  annual  royalty  fixed  iii  such  fiuding,  and  the 
comjiensation,  therefor,  shal  Ibe  ttxed  in  tlie  condemnation  jiroceed- 
iugs  in  the  form  of  such  rental  and  royalty  per  ton  of  coal  mined, 
to  be  secured  before  the  taking,  plus  such  reasonable  seviu-ance 
damages,  if  any,  to  property  of  the  jierson  from  whom  such  right  to 
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mine  is  taken,  as  is  valuable,  serviceable,  and  dependent,  for  its  use- 
fulness, upon  the  continued  ownership,  by  such  person,  of  such  right 
to  mine,  but  is  not  appropriated.  Such  severance  damages  shall  be 
paid  or  secured  before  the  taking. 

Section  4.  All  damages  arising  from  the  exercise  of  the  right 
and  power  of  condemnation,  conferred  by  Section  Three  of  this  Act, 
shall  be  ascertained,  recovered,  and  paid  as  provided  by  the  forty- 
first  section  of  the  Act,  ajpproved  April  twenty-ninth,  one  thousand 
eight  hundred  and  seveiitw-four  (Pamphlet  Laws  seventy-three),  and 
the  amendments  and  supplements  thereto.  I'rovided:  That  such 

damages  other  than  severance  damages  shall  be  ascertained,  re- 
covered, and  paid  in  the  form  of  annual  rental  during  periods  of 
non-operation,  or  of  annual  royalty,  .and,  as  to  damages  so  ascer- 
tained as  annual  rental  or  royalty,  execution  shall  issue  only  if  the 
amount  of  the  first  year’s  rental  or  royalty  be  not  paid  within 
thirty  days  after  the  entry  of  judgment,  or  if  the  amount  of  any 
subsequent  year’s  rental  or  rojmlty  be  not  paid  within  thirty  days 
after  the  day  fixed  for  the  payment  thereof,  by  such  finding  of  the 
Board.  And  Provided  further:  That  the  right  to  annual  rental 

or  royalty  ascertained  by  a final  Judgement  under  said  forty-first 
section,  shall  be  a first  lien  upon  the  right  to  mine  coal,  in  respect 
of  which  it  shall  have  been  entered,  shall  so  continue  during  the 
continuance  of  such  right  to  mine,  prior  to  every  encumbrance  u|pon 
such  right  to  mine  of  any  kind  whatsoever,  thereafter  arising,  which 
lien  shall  be  deemed  and  taken  to  be  sufficient  security  for  the  pay- 
ment of  the  rental  or  royalty,  ascertained  by  such  judgment. 

Section  5.  The  pro\'isions  of  this  Act  are  hereby  declared  to 
be  severaible  from  one  another,  and  severable  as  to  the  persons, 
corporations,  and  subject-matters  herein  dealt  with,  and  if,  for  any 
reason,  one  or  more  of  such  provisions  be  judicially  held  to  be  un- 
constitutional as  to  any  particular  person,  coiqmration,  or  subject- 
matter,  or  otherwise,  such  holding  shall  not  affect  the  validity  of 
such  provisions  as  ajpplicable  to  other  persons,  corporations,  or 
subject-matters,  dealth  with  thereljy,  or  the  validity  of  the  remain- 
ino'  provisins  of  this  Act.  It  is  hereby  declared  that  such  provision, 
or^  provisions,  and  the  remaining  provisions  would  have  been  en- 
acted notwithstanding  such  holding, 

HOUSE  BILL  NO.  1046 

Authorizing  the  negotiation  of  interstate  compacts,  for  ratification 

by  the  General  Assembly,  to  regnlate  interstate  transmission  of 

electric  power. 

Section  1.  Be  it  enacted,  &c..  That  the  Giant  Power  Board  shall 
have  power  to  negotiate  from  time  to  time,  with  any  State  of  the 
Union,  and  any  Canadian  province,  within  practicable  electric  trans- 
mission distance,  or  with  any  one  such  State,  or  Province,  compacts 
in  accordance  with  the  Constitution  of  the  United  States,  for  adop- 
tion, or  rejection,  by  the  General  Assembly,  for  the  purpose  of  regu- 
lating interstate,  or  international,  or  both  transmission  and  sale, 
or  delivery,  of  electric  current  for  use  in  ])ublic  service,  upon  prin- 
ciples of  inuluality,  equality,  justice,  and  efficiency.  Every  compact 
so  negotiated  shall  be  submitted  by  the  Governor  to  the  General 
Assembly,  and  the  Congress  of  the  tJnited  States  having  consented 


thereto,  shall  be  in  full  force  and  effect  upon  ils  rafification  by  a 
duly  enacted  law  of  this  Coiuinoiiwealth,  and  by  the  otlier  party,  as 
its  law  may  presci-ibe. 


HOUSE  BILL  NO.  1044 

I’rohibitiug  to  corporations,  public  service  companies,  and  munici])- 
alities  the  enlargement  of  existing  interstate  hiisiness  in  electric 

power  except  under  interstate  compacts. 

Section  1.  Ee  it  enacted,  Nc.,  That  this  Act  shall  be  known  and 
may  be  cited  -as.  The  Interstate  Electric  Transmission  Act  19:15. 

Section  2.  Where  used  in  the  Act,  singular  words  shall  be  con- 
strued as  including  the  plural,  masculine  words  shall  be  construed 
as  inclnding  the  feminine  and  neuter,  and  the  following  terms  shall 
have  tlie  following  meanings  respectively  designated  for  each: 

“Board’’  (See  Standard  Definitions). 

“Transmission  line”  (See  Standard  Definitions). 

“Public  service  transmission  line’’  (See  Standard  Definitions). 

“Major  line’!  (See  Standard  Definitions). 

“Public  service  major  line’’  (See  Standard  Definitions). 

‘Alinor  line’’  (See  Standard  Definitions). 

“Public  service  minor  line”  (See  Standard  Definitins). 

“State’’  (See  Standard  Definitions). 

“Interstate  line”  (See  Standard  Definitions). 

“Licensed  line”  (See  Standard  Definitions). 

“Unlicensed  line’’  (See  Standard  Definitions). 

“Ketail  delivery”  (See  Standard  Definitions). 

“Wholesale  delivery’’  (See  Standard  Definitions). 

•“Ketail  outstate  delivery”  (See  Standard  Definitions). 

“Wholesale  ontstate  delivery’’  (See  Standard  Definitions). 

“Existing”  (See  Standard  Definitions). 

“Euture”  (See  Standard  Definitions). 

Section  3.  The  Board  shall  have  power  in  its  discretion  to  li- 
cense the  construction,  maintenance,  and  operation  of  interstate 
public  service  major  lines  in  pursurance  of  any  compact  then  in 
foi'ce  with  any  state,  and/  or  any  Canadian  province  made  in  ac- 
cordance with  the  Constitution  of  the  Thiited  States,  for  the  pui*iiose 
of  regulating  interstate,  or  international,  or  both  transmission  and 
sale,  or  delivery,  of  electric  current  for  use  in  public  service.  The 
construction,  maintenance,  or  operation  within  this  Commonwealth 
of  any  future  interstate  public  service  major  line,  or  part  thereof, 
not  authorized  by  such  a licen.se,  or  of  any  future  interstate  public 
service  minor  line,  or  part  thereof,  •whatsoever,  is  hereby  prohif)ited. 

Section  4.  Every  corporatin,  public  service  company,  and  mun- 
icipality is  hereby  prohibited ; 

(a)  To  make  wholesale  outstate  deliveries  over  any  future  unli- 
censed interstate  line;  , 

(b)  To  make  wholesale  outstate  deliveries  over  am"  existing  un- 
licensed interstate  major  or  minor  line.and  to  make  wholesale  out- 
state deliveries  over  any  interstate  minor  line,  and  to  make  i-etail 
outstate  deliveries  over  any  interstate  major  or  minor  line;  excei>t 

(I)  In  fulfillment,  as  to  recipients  and  quantities  of  exisfiug 
contracts  and  renewals  thereof;  or 
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(II)  in  lieu,  wholly,  or  in  part,  of  such  fulliUment  in  continu- 
ance of  delivery,  Avithout  increase  of  quantity  at  ]>oints  of  deli\a*rv 
fixed  by  existing  contracts. 

Section  5.  Ev'ery  corporation,  public  service  company,  and  mun- 
icipality, is  hereby  ])rohibited  to  make  future  contracts  for  whole- 
sale or  retail  outside  deliveries  over  unlicensed  interstate  lines; 
except 

(a)  Contracts  in  reneAval  of  existing  contracts  Avithout  change  of 
recipients,  and  Avithout  increase  of  quantities  to  be  delivered;  or 

( b ) Wholly,  or  in  part,  in  lieu  of  such  reneAval  contracts  for 
continuing  delivery  Avithout  increase  of  quantity  at  qioints  of  de- 
livery fixed  by  existing  contracts. 

Section  b.  Ontstate  deliveries  by  any  corporation,  ])ublic  service 
company,  or  municipality,  discriminating  in  favor  of  reciuients  out- 
side this  CommonAA'calth,  and  against  reci])ients,  or  potential  recip- 
ients Avithiii  this  CommonAvealth,  are  hereby  prohibited.  All  exist- 
ing and  future  contracts  by  any  corporation,  public  service  com- 
pany, or  municipality,  for  AA'liolesale  or  retail  outs  late  delivery,  shall 
be  subject  to  regulation  and  reformation  by  the  Public  SerAuce  Com- 
mission of  the  CominoiiAvealth  of  Pennsylvania,  so  far  as  necessaiw 
to  preA'ent  such  discrimination. 

HOUSE  BILL  NO.  1050 

Amending  the  Limited  Power  Permit  Act  of  June  14,  11)23,  P.  L. 

704  and  the  Condemnation  Act  of  the  same  date,  P.  L.  700. 

Section  1.  Be  it  enacted,  &c..  That  the  Act  approved  the  four- 
teenth day  of  June,  one  thousand  nine  hundred  and  tAA'enty-three 
(Panqdilet  Laws  page  seven  hundred  and  four),  entitled  ‘‘An  Act 
relating  to  limited  poAAur  xAermits,  and  limited  Avater  supply  ])er- 
mits  from  the  Water  Supply  Commission  of  l*eniifiylvania,  and  the 
conditions  thereof,  to  the  flooding  and  use  by  holders  of  limited 
])OAver  i)ermits,  f islands  OAAuied  by  the  Oommomvealth,  to  the  the  un- 
laAvful  use  for  AAUter,  or  steam  ])Ower  development  of  dams,  and 
changes  in  streams  hereafter  constructed  or  made  otherAvise  than 
under  limited  poAver  permits,  and  to  .lAroceedings  for  the  enforcement 
of  this  act,’’  is  hereby  amended  to  read  as  folloAvs: 

Section  1.  Be  it  enacted  by  the  Senate  and  House  of  Represen- 
tatiA’es  of  the  CoinmoiiAvealth  of  Pennsylvania  in  General  Assembly 
met,  and  it  is  hereby  enacted  by  the  authority  of  the  same:  That 
Avhere  used  in  this  act  singular  AAU)rds  shall  be  construed  as  includ- 
ing the  jilural,  masculine  Avords  shall  be  construed  as  including  the 
feminine  and  neuter,  and  tiie  folloAA'ing  Avords  shall  liaA’e  the  folloAv- 
ing  meanings  respectively  designated  for  each: 

The  tei'in  | “( V)mmission”] , “hoard”  means  the  ater  [Supipty 
Commission  of  Pennsylvania]  a)id  Power  Resources  hoard. 

The  term  “dam”  means  an  obstruction,  dam.  Avail,  Aving  wall, 
Avhairf,  embankment,  abutment,  i)rojection,  or  similar  analogous 
structure,  or  any  other  obstruction  AAfliatever,  in,  along,  across,  or 
jvo’ecting  into,  any  stream,  or  body  of  AA’a+er,  aa’IioIIa'  or  partly 
AA'ithin,  oi‘  forming  j)art  of,  the  boundary  of  this  ('OinmouAvealth,  ex- 
cc]>t  the  tidal  AAaters  of  the  l)(*laAvare  River,  and  of  its  naAugable 
tributaries. 

^Tri  accordance  with  Pennsvlvania  lejiiSlative  procedure..  Words  printed  in  brackets  are  to  be 

*1 ,1-  4.1  44...14 Hi  rt  A tn  1a<‘  HTnoildod. 
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The  term  “clam  to  develop  water  ])Ower”  means  a dam  for  the  ])nr- 
pose  of  developing  water  power  only,  or  a,  dam  for  said  purpose, 
and  for  any  other  pnr]iose. 

The  term  “dam  to  supply  water  for  steam  power"  means  a dam 
for  the  main  purpose  of  storing,  cooling,  and  using,  or  any  of  them, 
Avater  for  steam  raising  or  steam  condensation,  or  both,  in  the  gen- 
eration of  electric  energy  for  nse  in  public  service  Avhich  is  not 
a dam  to  develop  Avater  poAver  as  hereinbefore  defined. 

Tlie  term  “Avater  sn])i>ly  dam"  means  a dam  for  the  purpose  of 
snp])lying  AA'ater,  Avhich  is  not  a dam  to  develop  Avater  lAOAver,  nor 
a dam  to  supply  Abater  for  steam  poAc'er  as  hereinbefore  defined. 

The  term  “poAver  dam"  includes  dams  to  develop  Avater  poAver 
and  dams  to  supply  water  for  steam  poAver. 

The  term  “change  in  stream  to  develop  Avater  power"  means  any 
change  in,  or  diminution  of,  the  course,  current,  or  cross-section, 
of  any  stream,  or  body  of  Avater,  for  the  sole  purpose  of  developing 
AA'ater  poAver  or  for  said  purpose,  and  any  other  purpose.  Avhether 
the  dam,  or  other  means  effecting  the  change,  be  Avithin  or  Avithout 
the  CommonAA’ealth  of  Pennsyh'ania. 

The  term  “change  in  stream  to  supply  Avater  for  steam  poAver” 
means  any  such  change  or  diminution,  for  tlie  main  purpose  of 
storing,  cooling,  dic'erting,  and  using,  or  any  of  them,  Avater  for 
steam  raising  or  steam  condensation,  or  both,  in  the  generation  of 
electric  energA'  for  use  in  luihlic  service  AAhich  is  not  a change  in 
stream  to  develo])  AA'ater  poAver,  as  hereinbefore  defined,  whether 
the  dam  or  other  means  effecting  the  change  be  Avithin  or  without 
the  CommonAA'ealth  of  Pennsylvania. 

The  term  “change  in  stream  for  AA'ater  su])ply”  means  any  such 
change,  or  diminution,  for  the  purpose  of  su])])lying  Avater  Avhich 
is  not  a change  in  stream  to  de\elop  Avater  ])OAver,  nor  a change 
in  stream  to  supply  Avater  f(ir  steam  poAA'er  as  hereinbefore  defined, 
AA'hether  the  dam  or  other  means  effecting  the  change,  be  Avithin  or 
Avithout  the  CommonAA'ealth  of  Pennsylvania. 

The  term  “change  in  stream  to  develo'])  ])OAver"  includes  changes 
in  stream  to  develop  Avater  poAver,  and  changes  in  stream  to  su])ply 
water  for  steam  poAver. 

The  term  “limited  poAver  permit"  means  a ]Aei-mit  for  a ])OAver 
dam,  or  for  a change  in  stream  to  develop  poAver,  or  both,  granted 
under  this  act. 

The  term  “limited  Avater  sui)ply  i)ermit"  means  a ])ermit  for  a 
water  supply  dam,  or  for  a change  in  stream  for  Avater  supply,  or 
both,  granted  under  this  act. 

Tlie  term  “poAver  project”  means  a comjilete  unit  of  improvenuuit 
or  development  for  the  sui»plv  of  Avater  jioAver,  or  for  the  jiro- 
curing,  or  supply,  or  both,  of  light,  heat,  and  poAver,  or  any  of 
them,  by  electricity,  consisting  of  a poAver  dam  or  change  in  stream 
to  develop  poAyer,  or  both,  for  Avhich  a limited  poAver  ])ermit  at  any 
time  is  being  sought,  or  has  been  granted,  a ])OAAer  house,  AA'ater 
conduits  all  dams  aud  appurtenant  Avorks  Avhich  are  a part  of  said 
unit,  and  all  storage,  diverting,  or  forebay  resei'voirs  directly  con- 
nected thereAA'ith,  tbe  ])rimarv  line  or  lines,  transmitting  poAA'er  from 
the  poAA'er  house  to  tlie  iioint  of  junction  Avith  the  distribution  sys- 
tem, or  Avith  an  interconnected  primary  ti'ansmission  systems,  all 
miscellaneous  structures  used,  and  useful,  in  connection  AA'ith  such 
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unit  or  any  part  thereof,  and  all  water  rights,  rights  of  way,  ditches, 
dams,  reservoirs  lands,  or  interests  in  lands,  the  use  and  occupancy 
of  which  are  necessary  or  appropriate,  in  the  construction,  main- 
tenance, and  operation,  of  snch  unit. 

The  term  “water  supply  project”  means  a complete  unit  of  im- 
provement or  develo])ment,  for  the  procuring  or  supply,  or  both, 
of  water  which  is  not  a power  project  as  hereinbefore  defined, 
consisting  of  a water  supply  dam,  or  change  in  stream,  for  water 
supply,  or  both,  for  which  a limited  water  supply  permit  at  any 
time  is  being  sought,  or  has  been  granted,  a reservoir,  the  dam, 
and  other  works  apnurtenant  thereto  and  all  primary  water  con- 
duits leading  immediately  therefrom  to  the  point  of  junction  with 
the  distribution  system,  or  with  an  interconnected  primai’y  water 
conduit,  and  all  water  rights,  rights  of  way,  ditches,  dams,  reser- 
voirs, and  lands,  or  interests  in  lands  tlie  use  and  occupancy  of 
whicli  is  necessary  or  appropriate  in  the  construction,  maintenance, 
and  operation,  of  sxich  nnit. 

The  term  “permittee”  means  the  holder  of  a limited  power  pei‘- 
mit,  or  a limited  water  supply  permit  and  his  heirs,  successors,  and 
assigns. 

The  term  “navigable  waters  of  the  United  States”  means  those 
parts  of  streams  or  other  bodies  of  water,  over  which  Congress  has 
jurisdiction  under  its  authority  to  regulate  commerce  with  foreign 
nations,  and  among  the  several  States,  and,  which  either  in  their 
natural  or  improved  conditions  [S],  notwithstanding  interruptions 
between  the  navigable  parts  of  such  streams  or  waters,  by  falls, 
shallows,  or  rapids,  compelling  land  carriage,  are  used,  or  suitable 
for  use,  for  the  transportation  of  persons  or  property  in  interstete 
or  foreign  commerce,  including  tlierein,  all  such  interrupting  falls, 
shallows,  or  rapids,  together  with  such  other  parts  of  streams  as 
shall  have  been  authorized  by  Congress  for  improvement  by  the 
United  States,  or  shall  have  been  recommended  to  Congress  for  such 
imlprovement,  after  investigation  under  its  authority. 

Section  2.  A power  dam  or  change  in  stream  to  develop  power, 
shall  be  deemed  to  be  within  the  jurisdiction  of  the  United  States, 
within  the  meaning  of  this  section,  whenever;  (1)  such  dam  lieing 
u dam  to  develoj)  loater  poiver,  or  such  change  heing  a change  in 
stream  to  develop  imter  power,  is  constructed,  or  made,  or  to  be 
constructed,  or  made  in,  or  upon  navigable  waters  of  the  United 
States,  or;  (2)  the  Federal  Power  Commission  shall  have  found 
that  the  interests  .of  interstate  or  foreign  commerce  would  be 
affected  by  the  construction  of  such  dam,  or  the  making  of  such 
change. 

Every  permit  hereafter  granted  by  the  [commission]  hoard  for 
the  construction  of  a power  dam,  or  for  a change  in  stream  to  de- 
velop power,  not  within  the  jurisdiction  of  the  United  States,  shall 
he  limited  to  sucli  periods,  not  exceeding  fifty  yeays,  as  tiie  said 
[commission]  hoard  shall  determine  and  set  forth  therein  Provided: 
That  the  permittee  shall  be  entitled  to  extension  and  renewal  of 
such  permit  u])On  the  terms  therof,  until  the  permittee  shall  liave 
received  through  recapture  or  purchase,  by  tlie  Commonwealth,  or 
l)y  a duly  authorized  subsequent  permittee  re])aynient  of  the  capital 
prudently  invested  in  the  power  project,  wholJg  or  in  part,  upon 
the  faith  of  the  permit  plus  such  reasonable  damages,  if  any,  to 
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the  property  of  the  permittee,  valuable,  serviceable,  and  dependent, 
for  its  usefulness  njton  th  continuance  of  such  permit,  but  not  re- 
captured or  purchased  as  may  be  caused  by  the  severance  therefrom 
of  property  taken. 

Every  permit  hereafter  granted  by  the  [commission]  hoard  for 
the  construction  of  a dam  to  develop  ivafer  poAver,  [dam]  or  for 
a change  in  stream  to  develop  water  poAver  Avithin  the  jurisdiction 
of  the  United  States,  shall  be  on  the  folloAving  conditions  AAdiich 
shall  be  expressed  in  such  permit  namely;  (a)  That  the  permit  shall 
become  null  and  void,  unless  Avithin  tlie  time  specified  therein  the 
permittee,  (or  as  to  a change  in  stream  Avithin  the  OommonAA^ealth 
effected,  or  to  be  effected  by  a dam  or  other  means  Avithout  the 
CommonAvealth,  those  constructing  or  purposing  to  construct,  main- 
tain, or  operate,  such  dam  or  other  means)  shall  secure  from  the 
Federal  PoA\'er  Commission  a license  for  such  dam  or  change,  and ; 
(b)  that  if,  and  to  the  extent  that,  any  of  the  rights  or  poAvmrs 
set  forth,  or  reserved  as  rights,  or  poA\*ers,  of  the  United  States,  in, 
or  pursuant  to,  the  provisions  of  such  license,  shall  be  Avaived  by 
the  United  States,  or  be  unenforceable  by  the  United  States,  then, 
and  to  that  extent,  such  rights  and  poAA'ers,  (including  if  so  AAmived 
or  unenforceable,  any  rights  of  recapture,  extension,  or  reneAval,  so 
set  forth  or  reserved)  may  be  exercised  and  enforced  by  the  Com- 
monAvealth of  Uennsylvania,  subject  to  such  alterations  in  plans, 
specifications,  or  structures,  and  such  extensions  of  time  for  com- 
mencing or  com]deting  construction  as  may  be  made  or  granted  by 
the  Federal  PoAver  Commission. 

Every  permit  granted  under  this  section  shall  be  subject  to  such 
reasonable  annual  charge  specified  therein  as  the  [commission] 
hoard  shall  fix,  for  the  purpose  of  reimbursing  the  CommouA\’ealth 
for  the  costs  of  administration  of  this  act,  and  may  in  the  discretion 
of  the  [commission]  hoard  embody  such  other  terms,  conditions, 
and  stipulations,  as  the  [commission]  hoard  shall  deem  necessary 
1o  protect  the  present  and  future  interests  of  the  CommoiiAA'calh 
and  its  people  in  tlie  construction,  maintenance,  and  operation  of 
the  project,  and  in  the  Avater  and  poAver  resources  to  be  utilized 
thereby,  and  suitable  to  secure  to  the  permittee  a reasonable  oppor- 
tunity for  a fair  return  on  the  actual  invesment,  prudently  made  in 
the  project. 

Section  3.  The  [commission]  hoard  in  granting  every  limited 
AA'ater  supply  permit  shall  specify  a reasonable  annual  charge,  in  an 
amount  fixed  by  the  [commission]  hoard,  to  be  paid  by  the  permittee 
for  the  purpose  of  reimbursing  the  CommoiiAvealth  for  the  cost  of 
administration  of  this  act,  and  tlie  [commission]  hoard  shall  em- 
body therein,  such  other  terms,  conditions,  and  stipulations,  as  tlie 
(commission)  hoard  shall  deem  necessary  and  proper  to  protect  the 
present  and  future  interests  of  the  CommoiiAA-ealth  and  its  jieople 
in  the  construction,  maintenance,  and  operation  of  the  project,  and 
in  the  Avater  resources  to  be  utilized  thereby. 

Section  4.  Tt  shall  be  unlaAvful  for  any  corporation  or  natural 
lierson  to  use  for  the  development  of  Avater  ]ioAver,  or  for  the  main 
pnrjiose  of  storing,  cooling,  diverting,  and  using,  or  any  of  them,  Avater 
for  steam  raising  or  steam  condensation,  or  both,  in  the  generation 
of  electric  energy  for  use  in  public  serA’ice,  any  dam  constructed 
under  any  permit  hereafter  issued,  otherAvise  than  under  seefion  tAvo 
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of  this  Act,  or  to  divert  or  use  for  said  ]»urposes,  or  for  said  main 
purpose,  anv  stream  or  body  of  water,  the  course,  current,  or  cross- 
section  of  Avhich  shall  have  been  changed  or  diminished  at  the  point 
of  diverison  or  use  under  any  permit  hereafter  granted,  otherwise 
than  under  section  tAvo  of  this  act. 

Section  5.  Any  ])ermittee  holding  a permit  granted  under  section 
tAvo  of  this  act  may,  Avith  the  constmt  of  the  [commission]  hoard. 
Avhich  consent  may  be  set  forth  in  such  ])ermit,  overlloAV,  submerge, 
and  use  as  appurtenant  to  the  poAA^er  ju’oject,  in  behalf  of  Avhich  such 
permit  is  granted,  and  subject  to  the  terms,  sti]mlations,  and  condi- 
tions, ex])ressed  therein,  any  island  OAvned  by  the  CommouAvealth,  in 
the  river  Susquehanna,  or  any  of  its  branches,  or  in  any  other  stream 
or  Avater  over  Avhich  the  commission  has  jurisdiction.' 

Section  6.  The  provisions  of  this  Act  shall  not  be  construed  as 
affecting  any  ]>ermit  or  authority  heretofore  granted,  or  given  pur- 
suant to  laAV,  for  the  construction  of  any  dam,  or  for  the  changing 
or  diminution  of  the  course,  current,  or  cross-section,  of  any  stream 
or  body  of  Avater,  but  the  holder  of  any  such  permit  or  authority 
may  a])])ly  for  a limited  poAver  permit,  or  a limited  Avater  supply 
])ermit  under  this  act,  and  if,  and  AA'hen,  any  such  applicant  is 
granted  the  same,  he  shall  have  all  the  rights,  and  be  subject  to  all 
the  duties  conferred  or  ini])Osed  by,  or  under,  this  Act. 

Section  7.  The  [commission]  hoard  is  hereby  authorized  and 
empoAvered  to  make  such  rules  and  regulations,  and  issue  such 
orders  as  may  be  necessary  and  proper  for  carrying  out  the  pro- 
visions of  this  Act. 

Section  8.  The  Attorney  General  may  on  the  request  of  the  [com- 
mission] hoard,  institute  ])roceedings  in  any  court,  noAV  or  here- 
after by  laAv,  clothed  Avith  jurisdiction  in  civil  cases  in  Avhich  the 
CommoiiAvealth  is  a party,  for  the  purpose  of  remedying  or  correct- 
ing by  injunction,  mandamus,  or  other  process,  any  action  of  com- 
mission, or  omission  in  A'iolation,  of  the  provisions  of  this  Act,  or 
of  the  terms,  conditions,  or  stipulations,  of  any  limited  ])OAA'er  ])ermit 
or  limited  Avater  su])ply  ])ermit  granted  hereunder,  or  of  any  lawful 
regulation,  or  order,  promulgated  hereunder.  Tu  the  event  of  the 
failure  of  any  permittee  to  comjtly  Avith  the  requirements  of  any 
final  decree  in  any  such  ])roceedings,  the  Attorney  General  may 
institute  proceedings  for  the  jturiAose  of  revoking  the  ])ermit.  The 
said  courts  sliall  have  jurisdiction  over  all  the  above-mentioned 
proceedings,  and  shall  have  poAver  to  issue  and  execute  all  neces- 
sary ])i'Ocess,  and  to  make  and  enforce  all  rights,  orders,  and  decrees, 
to  compel  compliance  Avith  the  laAvful  orders  and  regulations  of  the 
[commission]  hoard,  in  respect  of  any  so  ]iermitted  dam  or  apinirte- 
naut  Avorks,  and  in  res]iect,  of  any  so  ])ermitted  change  or  diminu- 
tion of  the  course,  current,  or  cross-section,  of  any  stream  or  body  of 
Avater,  and  to  compel  the  performance  of  any  condition  imposed 
under  the  proAdsions  of  this  act.  In  the  event  a decree  revoking  a 
])ermit  is  entered,  the  court  is  em])OAvered  to  sell  the  AAdiole,  or  any 
]»art  of  the  dam.  together  AAdth  any,  or  all  Avorks,  lands,  and  Avater 
rights,  appurtenant  thereto,  or  existing  under  the  permit,  to  Avind 
up  the  business  of  such  permittee  conducted  in  connection  Avith  such 
dam  change  or  dimimxtion,  to  distribute  the  ]»i'oceeds  to  the  ]>arties 
entitled  to  the  same  and  to  make  and  enforce  such  further  orders 
and  d(wrees  'as  equity  and  justice  may  require.  At  such  sale,  or 
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sales,  the  vendee  shall  take  tlie  rights  and  privileges  belonging  to 
Ihe  permittee,  and  shall  perform  the  duties *of  such  permittee,  and 
assume  all  outstanding  ohligntions  and  liabilities  of  the  ])ermittee 
which  the  court  mav  deem  ecpiitable  in  tlie  premises. 

Section  9.  xlU  annual  charf/cfs  paitl  to  the  Vonitnonn-calih  under 
the  provisions  of  this  act  arc  hcrchij  pcnnanentJi/  appropriated  to 
the  Water  and  Power  Resources  Board,  for  use  in  the  pai/ment  of 
saJaries,  and  all  other  necessary  expenditures,  incident  to  the  ad- 
ministration of  this  Act. 

Section  [9]  10.  Nothing  in  tliis  act  shall  be  construed  to  deprive 

the  Public  Service  Commission  of  the  Comnionwealtli  of  Pennsyl- 
vania ^f  any  jurisdiction  powers  or  duties  now  vested  in  it  bv  the 
laws  of  the  Commonwealth. 

Section  [10]  11.  Tlie  right  to  amend  and  rejieal  this  Act  is  here- 
by expressly  I’eserved,  bnt  iio  snch  alteration,  amendment,  or  repeal, 
shall  affect  any  permit  theretofore  issued  under  the  jirovisions  of 
this  Act,  or  the  rights  of  any  jiermittee  thereunder. 

Section  [11]  12.  All  Acts  and  parts  of  Acts  inconsistent  with 
this  Act  are  hereby  repealed. 

HOUSE  BILL  NO.  1055 

Withdrawing  from  private  appropriation  under  the  public  land 
laAvs  all  islands  owned  by  the  Commonwealth. 

Section  1.  Be  it  enacted,  etc..  That  hereafter  no  application 
under  the  public  land  laws  shall  be  received,  nor  shall  any  warrant 
be  issued,  or  jmtent  granted,  for  any  island  owned  by  the  Common- 
wealth, in  any  river,  wholly,  or  partly  Avithin,  or  forming  the  bound- 
ary of  this  Comnionwealtli. 

HOUSE  BILL  NO.  1045 

Forbidding  condemnation  and  state  construction  in  designated  po- 
tential reservoir  sites  ivithont  approval  of  the  Water  and  Power 
Resources  Board. 

Section  1.  Be  it  enacted,  etc..  That  the  '\Yater  and  Power  Re- 
sources Board  shall,  from  time  to  time,  make  order.s  designating  the 
location  and  extent  of  sites,  Avholly,  or  partly,  in  this  Commomvelilth, 
Avhich  in  the  judgment  of  the  said  Board,  may  be  suitable  for  reser- 
voirs of  one  hundred  million  gallons,  or  more,  and  the  said  Board, 
in  its  discretion,  may  at  any  time  amend  or  r(*scind  any  such  order. 

Section  2.  The  appropriation  and  condemnation  niider  any  law 
of  the  Commonwealth,  excejit  the  Act  ajiproved  on  the  fourteenth 
day  of  June,  one  thousand  nine  hundred  and  twenty-three  (Pamphlet 
Laws  seven  hundred),  entitled,  “An  Act  authorizing  the  condemna- 
tion  and  appropriation  of  lands,  ivaters,  and  other  property  Iw  pub- 
lic 'service  companies  holding  limited  power  permits,  anil  limited 
Avater  supply  permits,  granted  by  the  Water  Supply  Commission 
of  PennsylA’ania  and  providing  a method  for  the  assessment  of  dam- 
ages arising  from  snch  appropriation”  of  any  lands  or  other  jiroji- 
erty  Avithin  any  reservoir  site  designated  by  any  snch  order  in  force 
and  the  construction  therein,  by  any  other  agency  or  Department 
of  the  CommouAvealth,  of  any  public  Avorks,  is  hereby  prohibited. 
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unless,  aud  until,  the  Water  and  Power  Resources  Board,  after  due 
notice,  and  public  hearhig,  shall  have  found  that  such  appropriation, 
or  construction,  is  required  by  the  present  and  future  interests  of 
the  Commonwealth. 

HOUSE  BILL  NO.  1053 

Providing  for  the  taxation  of  the  land  flooded  by  reservoirs  at  the 
average  rate  of  farming  lands  in  the  vicinity. 

Section  1.  Be  it  enacted,  etc..  That  lands  in  any  township,  owned, 
or  taken,  by  any  corporation  for  dam  reservoir,  canal,  and  power 
house,  or  any  of  them,  for  the  development  of  hydroelectric  power 
for  use,  or  used,  in  whole,  or  in  part,  in  public  service,  shall  be 
liable  to  taxatin  for  township  and  county  purposes,  ancl  shall  be 
assessed  at  the  average  assessed  value  per  acre  of  the  improved 
farming  land  in  such  township. 

HOUSE  BILL  NO.  1360 

Authorizing  the  merging  of  public  service  electric  companies  gen- 
erating current  by  water  power  aud  steam  power  or  other  dif- 
ferent prime  mover. 

Section  1.  Be  it  enacted,  etc..  That  when  two  or  more  corpora- 
tions, all  incorporated  under  the  laws  of  this  Commonwealth,  and 
each  authorized  to  supply  to  the  public  in  this  Commonwealth,  elec- 
tric current  for  light,  beat,  and  power,  or  any  of  them,  and  all  de- 
siring to  merge  their  corporate  rights,  franchises,  powers,  and  privi- 
leges into  a new  corporation,  apply  for  letters  patent,  therefore,  the 
fact  that  the  electric  current  supplied,  or  authorized  to  be  supplied 
by  them  several  y,  is,  or  may  lawfully  be,  generated  by  different 
prime  movers  whether  water,  power,  steam,  internal  fuel  combus- 
tion, or  other  prime  mover,  shall  not  be  held  to  render  unlawful 
such  merger  and  consolidation,  if  otherwise  lawful. 

HOUSE  BILL  NO.  1049 

Providing  for  investigation  and  report  upon  the  desirability  of  state 
subsidies  for  rural  lines. 

Section  1.  Be  it  enacted,  etc.,  That  the  Giant  Power  Board 
shall  investigate  and  make  report  to  the  General  Assembly  at  the 
opening  of  the  Session  in  January,  one  thousand  nine  hundred 
twenty-seven,  upon  the  desirability  of  the  expenditure  of  moneys  of 
the  Commonwealth  in  aid  f the  construction  of  lines  for  the  supply  of 
electricity  to  the  public  in  rural  districts,  and,  if  desirable,  the 
method  and  conditions  suitable  for  such  expenditure. 
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Appendix  V. 

IMIIfAL  ELECTKIC  SEKVICE 

In  Ke:  Inquiry  of  Tlie  Public  Service  Commission  of  the  Common- 

wealth of  Pennsylvania,  on  its  own  motion,  with  respect  to  rural 
electric  facilities  and  service. 


Complaint  Docket  No.  0094 

Adoj)ted  January  12,  1920 
Effective  MarcOi  1,  192(> 


Bv  THE  Commission: 

The  Commission  has  held  hearings  on  the  question  of  rules  for 
rural  electric  service,  whereat  tlie  electric  utilities  of  the  State  of 
1 enusylvania,  the  Council  of  Farm  Organizations,  and  other  inter 
ested  parties  were  represented.  Evidence  has  been  adduced  from  wit- 
nesses  produced  by  the  electric  uti  ities,  and  by  other  interested  par- 
conferences  have  been  had  between  the  Commission, 

^ and  representatives  of  tlie  utilities. 

Ctilities  operating  in  the  State  of  I’ennsylvania  liave,  in  the  past' 
employed  various  rules  and  policies  under  wliicli  electric  line  exten- 
sions were  constructed  to  serve  customers  applying  for  service  These 
rules  and  policies  varied  so  widely  that  it  becomes  necessarv  i.i  the  in- 
terest ot  unitormitji  and  the  elimination  of  discrimination  in  this 
legard,  between  the  customers  of  the  several  utilities,  to  establish 

i'Nf”  Tt  “‘'f  sliall  apply  to  rfl  cases  wl.icl, 

laj  arise  in  the  tiitiire  where  tlieir  application  is  appropriate. 

_ 1 he  purpose,  therefore,  of  the  rules  hereinbefore  ordered  is  to  elim- 
inate so  tar  as  practicable  ad  apparent  discrimination  in  this  reo-ard 
and,  lurther,  to  make  definite  and  certain  the  several  conditions  "com’ 
patible  with  the  foregoing  considerations,  under  which  an  applicant 
for  electric  service  may  obtain  the  same.  ^ ^ ^ ^ 

IT  IS  THEKEPORE  ORDERED;  That  the  follnwirto-  co  i 
be  known  as  General  Order  No.  27,  establishing  rules  and  teo„’ati’ons 

Sar^'l  W20""  ’ '‘“'''’y  hffectfvd  0^0? 

general  order  no.  27 

1.  Intent. 

This  order  is  made  to  facilitate  the  securing  of  electric  service 
by  farmers  an<l  others  in  rural  territory.  ‘^^^^tiic  service 

2.  Definitions. 

Where  used  in  this  order  singular  worrle  cimii  Urr  -1 

including  the  plural,  and  the  following  tJrJs  shall  have  thf tof 
lowmg  meanings  respectively  designated  foTeaS 

Oonsuming  establishment”  at  any  time  menn^  nnyr  <0  • + 
ing  building,  structure,  farm,  worksf  or  other  establhslanent  o?!' 
ind  such  as  is  customarily^  served  anywhere  in  the  Common- 
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wealth  witli  current  for  light  heat  and  power  or  any  of  them, 
including  dwellings,  barns,  hotels,  dairies,  stores,  factories, 
mines,  quarries  and  other  like  and  unlike  buildings,  structures, 
words,  and  establishments. 

“Kural  area”  means  anj'  part  of  the  land  area  of  the  Common- 
wealth located  Avholly  outside  of  the  corporate  limits  of  any  city, 
towu  or  borough. 

“Kural  consumer”  means  the  owner,  occupier  or  user  of  a con- 
suming establisliment  in  a rural  area. 

“Contracting  consumer,”  means  a rural  consumer  avIio  shall 
have  contracted  with  or  offered  to  conti'act  with  any  e'ectric  com- 
pany to  tak(*  for  one  full  year  and  pay  for  current  to  be  delivered 
to  a consuming  establishment  owned  or  operated  by  him  in  a 
rural  area. 

“Kural  line”  means  a line  of  poles  and  of  y ires  mounted  there- 
on pro])osed  or  constructed  for  the  main  purpose  of  distributing 
current  to  one  or  moi-e  rural  consumers. 

“Point  of  origin”  means  the  point  where  an  actual  rural  line 
connects  with  or  begins  to  extend  from,  or  where  a proposed 
rural  line  is  to  counect  with  or  is  to  begin  to  extend  from,  any 
transmission  or  distribution  line  of  any  electric  company,  and 
where  sucli  lairal  line  receives  or  is  to  receive  current  from  such 
electric  company. 

“Measured  mile”  means  any  one  of  the  consecutive  parts  of  a 
rural  line,  beginning  at  the  point  of  origin,  each  part  one  mPe  in 
length,  except  the  last  Avhicli  shall  be  one  mile  or  less  in  lengtlj. 

“Kural  distributing  association”  means  an  association  or  other 
organized  body  of  persons  for  the  purchase  of  current  and  the 
supply  of  the  same  Avithout  profit  exclusively  to  its  members  or 
stockholders,  being  rural  consumers. 

“Electric  company”  means  any  corporation  or  per.son,  Avhich 
is  a public  service  company  Avithiu  the  definition  of  that  term  in 
the  Public  Service  Company  Luav  and  Avhich  is  under  an  obli- 
gation to  supply  current  to  the  public. 

“Current”  means  electric  energy  generated,  transmitted  and 
distributed,  or  any  of  them,  for  the  supply  of  light,  heat  and 
poAver,  or  any  of  tliem. 

A “service”  means  Avires  and  other  appliances  of  adequate 
capacity  from  the  pole  nearest  the  consumer’s  building  to  a point 
on  the  building  approved  ly  the  utility. 

“Person”  includes  natural  persons,  corporations,  partnerships 
and  associations. 

“Commission”  means  the  Public  Service  Commission  of  the 
Common Avealth  of  Pennsylvania. 

3.  Rural  Consumers  Classified 

For  the  purposes  of  this  order  rural  consumers  are  divided 
into  tAvo  classes,  as  folloAvs: 

Class  I.  Those  served  Avith  cur-rent  by  a rural  distributing 
association  or  those  Avho  demand  service  of  current  from  an  elec- 
tric company  through  a rural  distributing  association; 

Class  II.  Those  served  Avith,  or  demanding  to  be  served  Avith, 
current  directly  by  an  electric  company. 
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Jj.  Standards  for  Construction,  Operation,  and  Maintenance  of 

Burul  Lines. 

Lines. 

All  x’liral  lilies  slia’l  be  constructed,  maintained  and  operated 
in  sncli  manner  as  to  be  reasonably  adequate  and  practically  sufti- 
cient  for  the  accommodation  and  safety  of  its  jiatrons,  employees 
and  the  public.  The  Commission  njion  its  own  initiative,  or  upon 
complaint  may  cause  any  rural  line  to  be  inspected  and  may 
determine  whether  or  not  such  rural  line  is  or  is  not  so  con- 
structed, maintained  and  operated.  The  delivery  of  current  to, 
and  the  serving  of  current  over  any  rural  line  found  hj’  the  Com- 
mission to  he  not  so  constructed,  maintained  and  operated  is 
hereby  prohibited.  Any  electric  company,  may,  as  a condition 
precedent  to  delivering  current  to  any  rural  line  of  any  rural 
distributing  association,  contract  with  such  rural  distributing 
associations,  as  to  liability  or  indemnity  for  injuries  to  persons 
and  property  hj'  current  on  or  from  the  rural  lines  of  such  rural 
distributing  association. 

5.  Tapping  of  Lines. 

Every  alternating  current,  single  or  multiple  phase,  trans- 
mission or  disti-ibuting  line  of  the  i)ai-allel  tyi>e  of  any  electric 
company  having  a nominal  voltage  of  15,00(1  v<r  ts  or  less  between 
the  wires  of  one  phase  (neuti-al  wire  excluded  | shall  be  con- 
sidered as  offering  a i»oint  of  oi-igin  :it  ev(*ry  jioint  within  terri- 
tory chartered  to  such  company,  except  as  in  this  section  hei-e- 
after  provided.  In  the  absence  of  other  mans  of  such  electric  com- 
pany’s delivering  current  to  such  rur;il  consumers,  such  lines  of 
such  electric  company  sluTl,  on  the  demand  of  anv  rural  distribu- 
ting association,  or  r-uial  consuniei',  he  there  tapped  by  such  elec- 
tric company  for  the  ])uiq)ose  of  connection  with  any  rural  line 
which  such  electi-ic  com]»any  is  by  this  order  obligated  to  con- 
struct, or  Avitb  any  rural  line  of  such  lairal  disti-ibuting  associa- 
tion. Every  such  transmission  and  distribution  line  of  any 
electric  company  having  a nominal  vidtage  between  15,(100  and 
33,000  volts  between  the  wires  of  one  phase  (neutral  wire  ex- 
cluded) shall  in  like  manner  and  niion  like  demand  be  ta]>j)ed 
at  any  point  for  the  jnirjiose  of  connection  with  any  such  rural 
line  when  such  i-ural  line  is  considered  by  such  electric  conqiany 
or  found  by  the  ('ommission  to  atford  a reasonable  lu-ospect  of 
a peak  load  reaching  100  K.  V.  A.  within  one  year  after  such 
tapping, 

I’lroN'iDED : That  n])on  jn-oper  cause  duly  shown  such  electric 
comjiany  may  be  relieved  by  the  rommission  from  the  duty  of 
tapping  at  any  iiarticnlar  jioint. 

G.  Annual  Reports  of  Rural  E.rtension  to  Be  Made. 

Every  electric  comjiany  and  rural  distributing  association 
shall  file  with  the  (’ommission  on  or  before  January  31  of  each 
year  a rejiort  coveiing  tbe  twelve-month  jieriod  ending  Decem- 
ber 31,  showing — 
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(1)  The  number  |of  miles  of  rural  lines  in  operation  by  it 
at  the  beginning'  of  such  twelve-month  period. 

(2)  Tile  number  of  miles  of  rural  lines  constructed  by  it 
during  such  twelve-month  jieriod. 

(3)  The  number  of  rural  consumers  taking  service  from 
its  rural  lines  at  the  beginning  and  end  of  such  twelve-month 
period. 

(4)  The  number  of  kilowatt  iiours  of  energy  consumed  from 
such  lines  during  the  twelve-month  period. 

(5)  Tlie  gross  revenne  derived;  from  such  lines  during  the 
twelve-month  period. 

7.  Demands  for  Service  Apart  from  This  Order — Amendment  of 

'This  oixVpr. 

Nothing  in  this  order  shall  be  construed  to  prevent  the 
Commission  from  considering  qpon  its  own  merits  and  acting 
upon  any  demand  otherwise  lawful  for  service  nor  to  preclude 
the  Commission  from  altering,  modifying,  or  amending  this  order 
from  time  to  time  as  the  Commission  may  deem  necessary  or 
advisable  nor  to  ])reclude  the  Commission  from  relieving  any 
electric  company  from  the  oldigation  herein  imposed  should  the 
special  circumstances  of  the  case  warrant  such  relief. 

8.  Rate  Schedules  for  Service  to  Rural  Distrihutiiiff  Associations. 

Every  electric  company  having  rural  territory  within  its 
charter  territory  shall  on  or  before  April  1,  1926,  establish  and 
thereafter  maintain  in  the  manner  provided  by  law  a schedule 
of  rates  for  the  sale  of  current  to  rural  distribuiting  associations. 
Electric  companies  shall  sell  /current  to  rural  distributing  as- 
sociations only  at  the  rates  fixed  by  such  schedules  or  at  other 
rates  duly  fixed  by  the  Commission  in  accordance  with  law. 

9.  Contracts  for  Construction,  Operation  and  Maintenance  of  Lines 

of  Rurad,  Distributing  Associations. 

Any  electric  company  may  contract  with  any  rural  distributing 
association  for  the  construction,  maintenance  and  operation,  or 
any  of  them,  of  any  or  all  rural  lines  of  such  rural  distrihuting 
association.  Copies  of  all  such  contracts  shall  be  filed  with  the 
Commission  by  the  electric  company  within  two  weeks  after  the 
execution  thereof. 

10.  Duty  of  Electric  Company  to  Construct  Rural  Lines. 

It  shall  be  the  duty  of  every  electric  company  subject  to  the 
limitations  pf  its  tapping  duty  fixed  by  Section  5 of  this  order,  to 
extend  its  distribution  system  by  building  rural  lines  to  serve 
rural  consumers  of  Class  II  wifhin  its  chartered  tei'ritory.  Each 
such  rural  line  shall  extend  to  the  most  distant  contracting  con- 
sumer who  will  alone  or  in  company  with  other  intervening  con- 
tracting consumers  contribute  to  the  cost  of  construction  of  such 
rural  line.  Such  contribution  shall  consist  of  such  ])ortion,  if  any, 
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of  the  estimated  cost  of  such  rural  line,  (if  constructed  according 
to  but  not  exceeding  the  minimum  cai)acity  and  standards  of 
rural  line  construction  necessary  to  serve  said  contracting  con- 
sumers) as  the  electric  com^tany  is  not  required  to  pay  by  Sec- 
tion 11  of  this  section. 

11.  Same — Demand  hi/  and  Contrihutions  from  Contracthuj  Com 

siimcrs. 

Upon  tlie  demand  of  any  contracting  consumer  within  the 
chartered  territory  of  any  electi-ic  com])any  for  the  construc- 
tion of  a,  rural  line  to  serve  him,  designating  the  point  of  origin, 
the  electric  comi)any  shall  furnish  to  him  an  estimate  of  the 
cost  of  such  construction.  Upon  })ayinent  to  such  electric  com- 
l^any  of  the  portion  of  such  estimated  cost,  if  any,  as  the  electric 
company  is  not  herein  required  to  ]iay,  such  ejlectric  company 
shall  construct  such  rural  line. 

The  cost  of  each  separate  measured  mile  of  such  rural  line 
from  which  three  or  more  contracting  consumers  are  to  take 
current  shall  be  borne  by  such  electric  compajiy.  The  cost  of 
each  separate  measured  mile  on  such  rural  line  from  which  less 
than  three  contracting  consumers  are  to  take  current  shall  be 
borne  by  such  electric  company  to  the  extent  that  such  cost 
shall  not  be  in  excess  of  three  hundred  dollars  (foOO)  per  con- 
tracting consumer.  The  electric  company  is  not  obligated  to 
construct  such  line  until  it  has  received  from  the  contracting 
consumers  a sum  equal  to  such  excess. 

12.  Construction  Cost. 

The  construction  cost  of  any  rural  line  uilt  under  this  order 
shall  include  the  following: 

All  costs  of  labor  and  materials  directly  chargeable  to  and 
necessary  to  construct  a line  from  the  designated  point  of  orgin 
to  the  consuming  establishment.  Such  costs  sliall  include  trans- 
formers, meters  and  services  not  exceeding  one  hundred  (100) 
feet  in  length  from  the  pole  nearest  to  the  consumer’s  terminal. 
The  line  shall  be  of  the  minimum  capacity  and  standards  nec- 
essary to  render  reasonably  adequate  and  safe  service  to  the 
contracting  consumer. 

To  the  above  may  be  added  an  item  not  exceeding  fifteen  (15) 
per  cent  of  these  costs  to  cover  engineering,  promotion,  office 
supervision,  clerical  labor,  and  contingencies. 

Should  such  electric  company  desire  to  serve  the  contracting 
consumer  by  a line  having  a point  or  origin  different  from  that 
designated,  or  should  it  desire  to  construct  a line  having  a cost 
greater  than  the  cost  of  a line  of  minimum  capacity  and  stand- 
ards necessary  to  render  reasonably  adequate  and  safe  service 
to  the  contracting  consumer,  the  construction  cost  to  the  con- 
siimer  shall  not  be  increased  Iherebv;  but  any  such  additional 
cost  shall  be  borne  by  the  com])any.  In  case  of  dis]>n1e,  the 
estimated  construction  cost  may  be  determined  by  the  Com- 
mission. 
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13.  Title  to  Rural  Lines  Financed  in  Part  hy  Contributions. 

Ko  electric  company  shall  be  obligated  by  this  order  to  de- 
liver current  to  any  rural  line  constructed  under  Sections  10 
and  11  of  this  Order  and  financed  in  part  by  any  advance  from 
any  rural  consumer,  until  every  consumer  making  ain^  such  ad- 
vance shall  liave  agreed  in  Avriting  that  the  OAvnership  of  such 
rural  line  shall  vest  in  such  electric  company.  Such  electric 
company  shall  be  obligated  to  maintain  and  replace  at  its  oavii 
expense  all  rural  lines  constructed  under  Sections  10  and  11  of 
this  Order  as  public  safety  and  convenience  may  require. 

14.  *SV</ae — Refunds  and  Assessments  if  Estimate  Be  Too  Large  or 

Too  SniaU. 

In  the  event  that  the  actual  construction  cost  of  any  measur- 
ed mile  of  any  rural  line  constructed  by  any  electric  company 
under  this  Order  shall  have  been  less  than  the  estimate  of  such 
cost  made  under  Sections  11  and  12  of  this  Order,  then  such 
company  shall  make  refunds  to  all  persons  Avho  shall  haA^e  made 
advances.  Such  refunds  to  be  tlie  difference  betAveen  the  ad- 
vances actually  made  and  the  advances  that  Avould  have  been 
sufficient  had  the  estimated  cost  been  the  same  as  the  actual 
construction  cost.  In  the  event  that  such  actual  construction 
cost  shall  have  been  more  than  such  estimate  such  company  is 
not  required  to  serve  until  the  persons  Avho  shall  have  made 
advances  shall  pay  to  such  electric  company  the  sums  they 
Avould  have  been  required  to  pay  had  the  estimated  cost  been 
the  same  as  the  actual  construction  cost. 

15.  Connection  Charge  for  Additional  Consumer. 

An  additional  contracting  consumer  shall  be  connected  to 
any  rural  line  constructed  under  this  order  upon  the  pa;vment 
by  such  additional  contracting  consumer  of  a connection 
charge.  This  connection  charge  shall  be  such  sum  as  sTich 
additional  contracting  consumer  Avould  have  been  required  to 
pay  had  he  been  a contracting  consumer  at  the  time  of  the 
construction  of  the  rural  line  from  AA'hich  he  desires  service.  If 
the  rural  line  Avas  constructed  partly  at  the  expense  of  con- 
tracting consumers  the  electric  company  shall  refund  to  the 
contributing  consumers  a sum  equal  to  the  difference  betAA’een 
the  payments  made  by  them  and  the  payments  Avhich  Avould 
have  b,een  required  had  the  additional  contracting  consumer 
been  one  of  the  original  contracting  consumers.  Nothing  in 
this  section  shall  aj)ply  to  connections  AAuth  rural  lines  made 
more  than  five  years  after  the  line  is  constimcted. 

10.  Blanks  for  Co))tracting  with  Rural  Consumers. 

Everv  electric  company  haA'ing  rural  territoi’A'  A\dthiu  its 
chartered  territory  sliall  ])re]>are  and  shall  re<a.sonably  su])iily  to 
all  rural  consumers  in  its  chartei'ed  territory  aaOio  shall  desire  the 
same,  blanks  suitable  for  signature  by  prosi>ective  rural  con- 
sinners  AA’ho  by  such  signature  and  delivery  thereof  to  such  elec 
trie  company  and  ])erformance  of  all  conditions  agreed  to  bj 
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such  signature,  shall  become  contracting  consumers,  said  blanks 
to  be  in  substantially  the  following  form: 

(Name  of  Electric  Company) 

Gentlemen : 

You  are  hereby  requested  to  supply  electric  service  for  an 
equipment  of  approximately  ..... .K.  W.,  consisting  of  the  fol- 
lowing:   


installed  in  or  upon  premises  located  at  in  the 

Township  of County,  Pa., 

occupied  as  a by  hereinafter 

known  as  the  Consumer. 

The  Consumer  hereby  agrees  to  use,  subject  to  the  terms  and 
conditions  contained  in  the  rules  of  the  Company,  lawfully  es- 
tablished, electric  sendee  supplied  by  you  for  said  equipfent, 
for  the  term  of  one  year  from  the  date  the  Consumer  receives 
written  notice  from  the  Company  that  service  will  be  com- 
menced, which  term  shall  be  continued  thereafter  from  year 
year  unless  written  notice  shall  be  given  30  days  prior  to  the 
end  of  the  yearly  term.  The  Consumer  agrees  to  pay  for  such 
service  at  the  rates  and  in  conformitv  with  the  rules  lawfullv" 
established  by  the  Company  or  by  The  Public  Service  Com- 
mission. 

The  Consumer  agrees  that  the  electric  current  so  furnished 
shall  not  be  used  except  for  the  equipment  herein  scheduled 
without  previous  notice  and  consent  of  the  Company. 

Ppon  acceptance  by  the  Company  and  the  installation  of 
equipment  necessary  to  render  the  service  herein  requested,  this 
application  shall  constitute  a binding  contract. 


Accepted  by: 

(Name  of  Consumer) 


tConsumer’s  address) 

Date  of  acceptance: 


17.  lAmitation  of  Application  of  This  Order. 

None  of  the  provisions  of  this  Order  shall  applv  to  any  rural 
line  containing  a greater  total  number  of  measured  miles  than 
the  total  number  of  contracting  consumers  who  shall  receive 
service  directlv’  from  such  rural  line.  Nor  shall  anv  of  its  pro- 
visions apply  to  lines  of  an  electric  companv  located  in  territory 
in  which  the  Commission  in  issuing  its  certificate  of  public  con- 
venience to  said  electric  company  has  provided  that  no  service 
should  be  rendered  to  consumers. 
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By  order  of  the  Commission,  at  Harrisburg,  Pennsylvania  this 
12th  day  of  January,  1926. 

THE  PUBLIC  SERVICE  COMMISSION 

OF  THE 

COMMONWEALTH  OF  PENNSYLVANIA 


Attest  : 

JNO.  G.  HOPWOOH, 
Secretary. 


(SEAL.) 


(Signed) 

Win.  D.  B.  AINEY, 

Chairman. 


99 


Appendix  VI. 

Effect  of  Rates  filed  for  Use  on  Extension  made  under  General 

Order  No.  27 
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Appendix  VII. 

Conowiiigo  Kegnlatioii — Correspondence  of  Governor  Pinchot  with 
the  Federal  Power  Commisvsion  February  13  March  8,  1926. 

Tlie  Federal  Power  Commission, 

Washington,  D.  C. 

Sirs: 

In  the  matter  of  the  application  of  the  Philadelphia  Electric  Power 
Company,  a public  utility  corporation  chartered  by  the  Common- 
wealth of  Pennsylvania,  for  authority  to  issue  certain  bonds  and 
stock  to  finance  the  Conowingo  Project  which  is  to  be  constructed 
under  license  issued  by  you:- 

Because  the  Pennsylvania  Public  Service  Company  Law  does'  not 
empower  our  Public  Service  Commission  to  regulate  the  issue  of  se- 
curities the  only  protection  of  our  people  in  this  case  is  the  power 
given  your  Commission  to  regulate  security  issues  for  financing  pro- 
jects licensed  by  you  Avhenever  the  State  Commission  concerned  is 
.not  authorized  to  do  so. 

Mr.  Wells  had  been  instructed  to  represent  this  Commonwealth  at 
tlie  hearing  in  Baltimore  on  February  12th  before  your  Executive 
Secretary,  but  urgent  public  business  required  his  presence  here.  In 
pursuance  of  his  telegram  of  February  11th  I write  this  letter  to 
make  the  suggestions  that  seem  appropriate,  namely: 

1.  That  you  refuse  authority  to  issue  stock  in  excess  of  the 
amount  which,  added  to  the  proceeds  of  the  bonds  authorized 
by  you,  will  equal  the  net  investment  in  the  project. 

2.  That  you  refuse  authority  to  issue  any  no-par  common  or  other 
stock,  but  on  the  contrary,  that  you  require  all  stock  to  have 
a fixed  par  expressed  in  the  stock  certificates. 

3.  That  you  refuse  authority  to  issue  any  non-voting  preferred  or 
other  stock. 

fl)  The  Federal  Water  PoAver  Act  reauires  you  to  ascertain  and 
fix  the  ‘‘net  investment”  in  project  (defined  as  the  actual  original 
cost  thereof),  and,  by  contract  expressed  in  the  Federal  license,  the 
company  binds  itself  to  accept  this  actual  cost  as  the  basis  upon 
which  its  “fair  return”  is  to  be  computed  in  the  process  of  rate-regu- 
lation, my  our  Public  SerAuce  Commission.  Thus  the  uncertain,  un- 
stable, wasteful  and  contentious  procedure  of  valuation,  commonly 
Tised  in  rate  making,  Avill  be  aAmided  in  state  regulation  of  rates 
charged  by  licensees  under  the  Federal  Water  Power  Act.  This  be- 
ing so,  it  foPoAvs  that  the  security  issues  at  par  should  be  equivalent 
to  the  “net  inA^estment”  rate-base  (the  actual  amount  of  money  pro- 
perly invested).  The  proposed  bond  issue  (|38,000,000  at  5^^%) 
with  the  proposed  issue  at  par  of  .$16,000,000  of  preferred  stock  will 
proAude  154,000,000. — enough  to  pay  the  estimated  cost  of  the  pro- 
ject. The  additional  94,200  shares  of  common  stock  whose  issue  you 
are  asked  to  authorize  can  serve  no  purpose  but  that  very  speculation 
in  unearned  increment  AAdiich  the  Federal  Water  PoAver  Act  was  in- 
tended to  prevent. 
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(2)  The  principle  that  the  par  of  security  issues  should  approxi- 
mately equal  tlie  net  investment  bars  the  issue  of  stock  without  par 
value.  My  second  suggestion  therefore  is  that  yon  require  all  stock 
to  have  a fixed  par  value  expressed  in  the  certificate. 

(3 ) The  vice  of  non-voting  stock  was  .pointed  out  last  December 
by  the  address  of  Professor  William  Z.  Kipley  at  a meeting  of  the 
Academy  of  Political  Science  in  the  City  of  New  York  (Proceedings 
Vol.  XI,  Xo.  4,  p.  G95)  and  by  Mr.  Wells  in  his  address  at  the  same 
meeting  on  “Public  Eegulation  of  the  Holding  Company  in  Public 
Utilities”  (same  publication,  page  15G).  Professor  Ripley  ha.s 
more  recently  given  wider  currency  to  his  views  by  his  article  “From 
Main  Street  to  Wall  Street”  in  the  Atlantic  Monthlj'  for  January. 
The  strength  of  private  ownership  and  operation  of  public  utilities 
as  a public  policy  lies  in  the  union  of  investment  risk  and  control 
in  the  same  hands.  But  under  the  financing  plan  proposd  to  you  by 
tlie  applicants  all  the  control  will  ultimate  y be  in  the  hands  of  the 
holders  of  common  stock  who  will  not  have  invested  a dollar,  and 
all  the  investment  will  have  been  made  by  the  holders  of  the  bonds 
and  preferred  stock  who  will  have  no  voice  in  the  management.  My 
final  suggestion  therefore  is  that  you  refuse  to  authorize  the  issue 
of  any  non-voting  stock  for  this  project. 

Very  sincerely  j’ours, 

Gifford  Pinchot. 

Harrishurg,  Pa. 

Fehruary  13,  1926. 


Hon.  Gifford  Pinchot, 

Goveimor,  Commonwealth  of  Pennsjdvania, 

Harrisburg,  Pennsylvania. 

My  dear  Governor: 

I have  your  letter  of  February  13,  addressed  to  the  Federal  Power 
Commission,  making  certain  suggestions  with  resj)ect  to  the  pro])o- 
sals  of  Philade  phia  Electric  Power  Company  for  issuance  of  secur- 
ities to  finance  the  Conowingo  project. 

I am  inclosing  yon  copy  of  the  report  and  recommendation  on  the 
application  to  issue  securities  and  the  order  of  the  Commission  which 
was  issued  today.  You  will  see  by  an  examination  of  the  report 
and  recommendations,  particularly  that  portion  beginning  with  page 
13,  that  we  found  defects  in  the  proposed  financial  plan  in  addition 
to  those  to  wiiich  attention  was  ca  led  in  your  letter.  I will  not 
discuss  these  defects  further  than  to  refer  you  to  the  portion  of  the 
report  headed  “Conclusions  and  Recommendations.” 

Y"on  will  /note  from  an  examination'  of  the  order  that  the  Com- 
mission has  not  authorized  the  issuance  of  any  securities  beyond  the 
amount  recognized  as  actual  legitimate  investment  in  the  project. 
The  approval  of  the  issuance  to  The  Philadelphia  Electric  Conq)any 
of  the  present  authorized  common  stock  issue  of  .iOO  shares  of  Phila- 
delphia Electric  Pow'er  Company  as  compensation  for  services  ren- 
dered and  to  be  rendered  by  the  Philadelphia  Electric  Company,  such 
stock  authorized  having  a.  ]>ar  value  of  .f.iO.OOO  and  the  value  of  such 
services  to  be  entered  in  the  fixed  ca])ital  accounts  as  .f.'50,000  apjiears 
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a very  reasonable  compensation  for  what  The  Philadelphia  Electric 
Company  has  done  in  developing  this  project  and  assuming  the  lia- 
bility of  par  issue  of  all  preferred  and  common  stock.  You  will 
note  that  ail  stocks  authorized  to  be  issued  in  excess  of  these  500 
shares  are  to  be  issued  only  for  cash  at  par. 

You  Avill  also  note  that  authority  was  refused  to  issue  any  non- 
par stock. 

With  reference  to  the  lack  of  voting  power  in  the  preferred  stock: 
I would  call  attention  to  the  peculiar  circumstances  of  this  case, 
under  which  a lack  of  voting  power  in  the  preferred  is  not  likely 
in  any  material  degree  to  separate  ownership  from  management. 
The  Conowingo  project  has  been  worked  up|  by  The  Philadelphia 
Electric  Company.  This  company  has  assumed  primary  responsi- 
bility for  its  hnancing  and  this  company  will  receive  such  benefits  as 
may  accrue  from  the  development.  It  seemed,  therefore,  desirable, 
both  to  this  Commission  and  to  the  two  State  Commissions,  that  the 
control  of  the  Conowingo  project  should  rest  in  the  hands  of  the  cor- 
poration responsible  for  its  construction  and  operation.  It  is  fur- 
ther required,  as  you  will  note  from  the  terms  of  the  order,  that 
the  entire  common  stock  issue  of  Philadelphia  Electric  Power  Com- 
pany be  held  as  a treasury  asset  of  The  Philadelphia  Electric  Com- 
pany and  that  the  latter  company  shall  not  have  authority  to  sell 
any  such  stock  or  to  pledge  more  than  49  per  cent  of  it,  except 
in  connection  with  a general  mortgage  covering  the  entire  physical 
plant  of  The  Philadelphia  Electric  Company.  The  Conowingo  pro- 
ject will,  therefore,  be  controlled  by  the  voting  stockholders  of  The 
Philadelphia  Electric  Company.  It  is  the  plan  of  The  Philadelphia 
Electric  Company,  which  is  responsible  for  the  disposition  of  the 
preferred  stock,  to  offer  such  stock  pro  rata  to  its  own  stockholders. 
There  appears  little  doubt  that  the  entire  issue,  or  the  greater  part  of 
it  at  least,  will  be  taken  by  present  stock  holders  of  The  Philadelphia 
Electric  Company.  If  so,  OAvnership  and  management  of  the  Cono- 
Avingo  project  Avill  rest  in  the  same  hands,  that  is,  in  the  stockholders 
of  The  Philadelphia  Electric  Company.  Of  course,  such  stockholders 
may  part  from  time  to  time  Avith  some  of  their  preferred  stock  hold- 
ings, but  under  the  peculiar  circumstances  of  this  case  it  Avould  seem 
very  undesirable  that  the  management  of  the  ConoAvingo  project, 
Avhich  is  in  all  essential  particulars  a mere  extension  of  the  system 
of  The  Philadelphia  Electric  Company,  should  pass  out  of  the  hands 
of  that  corporation  through  sale  of  tlie  preferred  stock,  something 
tliat  might  be  possible  if  the  preferred  stock  had  inreiAcnreiit  voting 
rights.  The  extent  of  distribution  of  this  combined  OAvnership  and 
management  is  idicated  from  the  fact  that  tliere  are  nearly  24,000  in- 
dividual stockholders  of  The  Philadelphia  Electric  Oompasy  and  tliat 
Avell  over  one-half  of  the  total  outstanding  stock  is  held  in  blocks  of 
less  than  1,000  shares.  Furthermore,  all  of  the  outstanding  stock 
of  The  Philadelphia  Electric  Company  is  voting  stock. 

The  requirements  in  the  Commission’s  order  limiting  tlie  issue  of 
preferred  stock  to  one-third  of  the  par  va’ue  of  bonds  issued  will 
require  an  issue  of  common  stock  varying  from  about  .|1.700,000  if 
the  project  is  built  for  $48,000,000  to  a])]iroximately  $3,400,000  if  the 
project  costs  the  estimated  figure  $52,200,000.  While  this  amount  is 
of  course  a small  portion  of  the  total  cost  of  the  project  it  is,  never- 
theless, a substantial  contribution  in  vieAV  of  the  fact  that  none  of 
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this  stock  can  be  offered  for  subscription  but  must  be  paid  for  out 
of  the  surplus  of  The  Philadelphia  Electric  Oompany  or  through 
the  issuance  of  its  own  securities  to  raise  the  necessary  funds. 

We  have  given  this  feature  of  the  Coiiowiiigo  project,  as  well  as 
all  others,  very  careful  consideration,  and  we  believe  that  the  action 
taken  in  connection  with  security  issues  has  improved  the  financial 
set  up  not  only  from  the  standpoint  of  pub  ic  interest  but  also  from 
the  standpoint  of  the  corporation  itself  to  the  extent  at  least  that 
it  has  provided  a margin  of  protection  for  the  bonds  and  preferred 
stock  which  did  not  exi^  in  the  plan  presented  by  the  applicant. 

Very  truly  yours, 

(Signed)  O.  C.  Merrill, 
Executive  Secretary. 

Washington  D.  C. 

February  27,  1926, 


March  S,  192G. 

Hon.  O.  C.  Merrill,  Executive  Secretary 
Federal  Power  Commission, 

Washington,  D.  C. 

My  dear  Mr.  Merrill: 

Many  thanks  for  your  letter  of  February  27,  AL — -Md. — Pa. — 
No.  405  Susquehanna  Power  Company  et  al. 

The  action  of  the  Federal  Power  Commission  in  limiting  the 
total  par  of  securities  authorized  to  be  issued  to  the  amount  of  the 
net  investment  that  will  be  made  in  the  construction  of  the  project, 
and  in  refusing  to  sanction  the  issuance  of  any  uo-par  stock,  marks 
a great  for^vard  step  in  public  utility  regulation  for  Pennsylvania. 
I note  with  satisfaction  tliat  the  Commission  seems  to  approve  the 
principle  that  voting  power  and  the  major  investors  risk  should  not 
be  separated,  although  under  tlie  peculiar  circumstances  of  this  case 
they  believe  the  principle  to  be  sufficiently  safeguarded  without 
giving  voting  power  to  tiie  p>referred  stock. 

Very  sincerely  yours, 

Gifford  Pinchot. 
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Appendix  VIII. 

APPRECIATION  OF  COMMON  STOCKS  OF  HOLDING  COMPA- 
NIES CONTROLLING  ELECTRIC  UTILITIES 
IN  PENNSYLVANIA 

TEN  HOLDING  COMPANIES 
AND 

THE  ELECTRIC  UTILITIES  THEY  CONTRO’l  IN  PENNSYLVANIA 


1.  AMERICAN  GAS  COMPANY.  (Incorporated  iu  New  Jersey) 

A.  Luzerne  Comity  Gas  & Electric  Corp. 

B.  Philadelphia  Suburban  Gas  & Electric  Co. 

C.  Laughorue  Electric  Light  & Power  Co. 

D.  New  Hope  Electric  Company. 

2.  AMERICAN  GAS  & ELECTRIC  CO.  (Incorporated  in  New 
York) 

A.  American  Electric  Power  Co. 

(1)  Chester  County  Light  & Power  Co. 

B.  Scranton  Electric  Co. 

3.  AMERICAN  WATER  WORKS  & ELECTRIC  CO.  INC.  ( Incor- 
porated iu  Virginia) 

A.  West  Penn  Electric  Co. 

(1)  West  Penn  Co. 

a.  West  Penn  Railways  Co. 

b.  West  Penn  Power  Co. 

(2)  Keystone  Power  & Light  Co. 

A.  Keystone  Power  Corp. 

(3)  Potomac  Edison  Co. 

4.  GENERAL  GAS  & ELECTRIC  CORP.  (Incorporated  in 
Maine) 

A.  Metropolitan  Edison  Co. 

(1)  Pennsylvania  Edison  Co. 

B.  Sayre  Electric  Co. 

C.  Susquehanna  County  Light  & Power  Co. 

D.  North  Penn  Power  Co. 

5.  LEHIGH  POWER  SECURITIES  CORP.  (Incorporated  in 
Delaware) 

A.  Pennsylvania  Power  & Light  Co. 

B.  Lehigh  Valley  Transit  Co. 

6.  PHILADELPHIA  CO.  (Incorporated  in  Pennsylvania) 

A.  Duquesne  Light  Co. 

7.  PHILADELPHIA  ELECTRIC  CO.  (Incorporated  in  Penn- 
sylvania) 

A.  Susquehanna  Power  Co. 
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8.  EEPUBLIC  EATLWAY  & LIGHT  CO.  (Incorporated  in  New 
Jersey) 

A.  Penu-Oliio  Edison  Co. 

(1)  Pennsylvania-Oliio  Power  & Light  Co. 

a.  Pennsylvania  Power  Co. 
b.  Shenango  Valley  Electric  Light  Co.  ■ 

(2)  Zelienople  Light  & Power  Co. 

9.  UNITED  GAS  & ELECTIMC  COEP.  (Incorporated  in  Con- 
necticnt) 

A.  Harrisbnrg  Light  & Power  Co. 

B.  Lancaster  County  Pailway  & Light  t'o. 

C.  Berkshire  Electric  Co. 

10.  UNITED  GAS  IMPED VEM ENT  CO. 

A.  American  Gas  Co.  (See  abo\e) 

B.  Counties  Gas  & Electric  Co. 


APPIIECIATION  OF  THE  COMMON  STOCKS 
OF 

TEN  HOLDING  COMPANIES  HAVING  SITISIDIAIUES 
OPERATING  IN  I’ENNSYLVANIA' 

Table  I 

“High”  Quotation-s  of  ten  Holding  Comimniis.  after 
making  allowance  for  s_  lit  stocks.’’ 


American 

1920 

1921  1922 

1923 

19  2 

1925 

Gas  Co 

Amer.  Gas  & 

50t 

42  79} 

83}  - 

126 

984 

Electric  Co.,  

. . . 125i 

122  ISli 

230|a 

5661a 

3974a 

Amer.  Water 

Works  & Elec.,  

Company. 

61  27} 

42 

1271 

340|b 

Gen.  Gas  & 

Elec,  Corp.,  

Lehigh  Pwr. 

5t 

2 31 

14} 

61 

288' 

Sec.  Corp.,  

Philadelphia 

SI  18} 

25} 

88 

1861 

Company 

40  J, 

351  44 i 

17§ 

51} 

601 

Philadelphia 

Electric , 

...  251 

22i  31} 

32f 

39 

491 

Electric  Co.,  

Company. 

. . . 1251 

122  1814 

2.30fa 

5661a 

3971a 

Republic  Ry. 

^ Light  Co.,  

a ) After  allowing 

b)  After  allowing 

c ) After  allowing 

for  a 5 - to  - 
for  a 5 - to  - 
for  a 4 - to 

7 181 

1 split.  May,  1923. 

1 split.  Nov. ,1924. 

-1  split,  Oct.,  192.^. 

171 

48 

* Complied  from  the  monthly 
cial  & Financial  Chronicle. 

Rank  & Quotation 

Supplement  of  The  Cointner- 
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1920 

1921 

1922 

1923 

192/f 

1925 

United  Gas  & 

Elec.  Corp., 

1 (Sale)  1 

4 

Hi 

35i 

55 

United  Gas 
Improvement  

. . . . 54i 

39| 

54i 

58-1 

81-1 

1174 

Company. 


TEN  HOLDING  COMPANIES 
AND 

THE  ELECTRIC  UTILITIES  THEY  CONTROL  IN  PENNSYLVANIA 

APPRECIATION  IN  DOLLARS  AND  IN  PER  CENT  OF  INCREASE  OVER  1920  HIGH' 


A. 

Bl. 

Cl. 

Total 

B2. 

C2. 

Market 

Appreoiated 

Market  Value 

Net 

Gross 

Value 

Market  Value 

'.Including  shares 

Appre- 

Appre- 

at 

of  A.  at 

sold,  etc.) 

ciation 

ciation. 

1920  mgh 

1925  High 

at  1925  High 

Amer. 

Gas $ 3,920,050.00  $ 10,548,562.00  ? 13,709,180.75  169.0%  249.7% 

Co. 

Amer. 

Gas  & 13,653,772.50  80,754,563.25  98,259,297.00  491.4%  619.6% 

El.  Co. 

Amer. 

W.  W.  & 322,000.00  33,210,937.50  39,342,187.50  10,213.9%  12,118.8% 

El.  Co. 

Gen. 

Gas  & 248,347.00  9,335,714.00  9,355,078.00  3,659.1%  3,666.9% 

El.  Co. 

Lehigh 

Pw.  See 2,135,000.00  56,882,500.00  57,902,992.50  2,564.2%  2,611.8% 

Corp. 

Phila. 

Company  34,569,115.00  51,961,030.00  56,196,030.00  50^3%>  62.6% 

Phila. 

Elec 29,914,760.75  58,200,5001.00  125,151,836.25  94.6%  318.4% 

Co. 

Repub. 

Ry.  & Lt 1,101,575.50  3,909,780.00  3,909,906.00  254.9%  254.9% 

Co. 

United 

Gas  & 122,508.00  2,245,980.00  17.075,520.00  1,733.3%  13,838.2% 

El.  Co. 

United 

Gas  Im-  66,217,233.00  143,420,030.00  172,412,450.00  116.6%  160.37% 

prov.*  Co.  ^ 

Totals  $152,204,361.75  $450,469,596.75  $593,314,478.00  Averagle  Appreciation 


Total  Net  Appreciation  $298,265,235.00  NET  GROSS 

Total  Gross  Appreciation  $441,110,116.25  195.96%  289.81% 


'Column  “A”  shows  the  Total  Market  Value  of  the  shares  outstanding  in  1920  at  the  high 
quotation  of  that  i^ear. 

Column  “Bl”  shows  the  Total  Market  Value  of  those  same  shares,  plus  any  shares  accruing 
through  stock  dividends  or  split-ups,  at  the  high  quotation  of  1925. 

Column  “Cl”  shows  the  Total  Market  Value  of  all  the  shares  outstanding  in  1925  at  the 
1925  high  quotation.  » 

Column  "B2”  shows  the  pwcentage  relation  of  the  increase  of  Column  Bl  over  Column 
A to  Column  A. 

Column  “C2”  shows  the  percentage  relation  of  the  increase  of  Column  Cl  over  Column  A 
to  Column  A. 
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INTEODUOTION 

The  theory  that  the  Electric  Power  Utilities  are  supplying  a 
"service”  not  a commodity,  has  resulted  in  developinbg  a system  of 
classified  rate  schedules  based  on  what  the  "traffic  will  bear”  in 
place  of  arriving  at  the  sale  price  from  costs. 

When  the  use  of  electricity  was  largely  confined  to  lighting  as 
a substitute  for  gas  and  considered  a luxury  its  sale  was  largely  a 
"service.” 

The  universal  application  of  electricity  to  the  daily  pursuits  of 
men,  whether  in  the  humblest  home  or  the  largest  factory  spreading 
its  use  over  the  24  hours  of  a day,  does  not  allow  of  any  distinction 
by  classes  for  the  use  of  the  commodity,  nor  is  it  accompanied  by 
any  so  called  service. 

The  commodity  otfered  by  an  electric  utility  is  “power.”  Its  use 
is  spread  over  the  entire  day  similarly  by  all  users  and  therefore 


• For  statistical  data  (See  Section  2). 
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cannot  consistently  be  classified  by  arbitrarily  assigning  a user 
to  a class  dependent  on  bis  pursuits. 

With  the  universal  application  of  electric  power,  there  also  de- 
veloped a general  knowledge  of  its  use  which  largely  eliminated  in- 
dividual attention  to  all  consumers,  so  that  the  power  delivered  to 
a large  or  small  user  calls  for  the  same  service  which  is  analogous 
to  the  service  furnished  by  water  or  gas  utilities. 

On  these  premises  this  study  was  undertaken  to  ascertain  the 
reasonableness  of  the  spread  in  electric  power  rates  ranging  in 
special  cases  from  less  than  one  cent  per  K.W.H.  to  large  consumers 
to  over  ten  cents  per  K.W.H.  to  small  users,  sold  under  schedules 
with  a maximum  price  of  25  cents  and  a minimum  price  of  7 mills 
per  K.W.H. 


QUESTIONNAIEE 

To  obtain  authentic  information  as  a basis  for  this  study,  a ques- 
tionnaire was  prepared  relating  to  the  cost  of  service  for  each  class 
of  consumers  as  covered  by  the  rate  schedules  of  each  company. 
(Se  appndix  pages  107-8-9)  for  the  year  1924. 

Replies  were  received  as  follows: 


Operating  Utilities' 
as  listed  by  the 
Pub.  Serv.  Commission 


Class  per 
P.  S.  C. 
Classification 


No. 


-1^ 


A & B 

C.  88 

D.  Soi 

Total  - 227 


7-1 

7G 

38 

188 


7 

8 
8 

23 


3 

i 

9 

16 


96% 

96% 

84-/0 

93% 


The  companies  reiplying  sold  98%  of  the  total  electric  power  used 
in  the  state  during  1924.  (See  appendix  page  12 

The  data  from  the  questionnaires  were  tabulated  as  to  its  im 
portance  to  this  study  for  which  purpose  the  companies  were  divided 
into  two  groups: — A includes  all  companies  with  gross  earnings  of 
less  than  |25,000  per  year;  B,  companies  with  gross  earnings  of 
|25,000  or  more  per  year. 

These  groups  are  subdivided  into  two  classes  each ; Grroup  A-1. 
receiving  a net  average  of  10  cents  or  more  per  K.W.H.  sold,  and 
group  A-2  receiving  a net  average  of  less  than  10  cents  per  K.W.H. 
sold.  (See  appendix,  pages  3 and  4).  Group  B-1  includes  all  com- 
panies controlled  or  affiliated  so  that  the  management  of  more 
than  one  utility  is  in  the  control  of  the  same  organization.  Group 
B-2  consists  of  local  companies.’  (See  appendix  pages  5 to  10  in- 
clusive). 


RATE  SCHEDULES 

An  analysis  of  the  rate  schedules  and  the  data  pertaining  to 
e^^nings  nnder  each  schedule  is  tabulated  by  the  following  classi- 
fication. 


2 Tliese  page  references  are  to  the  MS.  pages  of  Section  2 
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Residence  or  Domestic  Lighting  (Appendix  pages  14  to  26) 

Domestic  Power,  Cooking  and  Heating  (Appendix  pages  27  to  31) 


Commercial  Light  and  l*ower 
General  Power 

Wholesale  Power — Primary  and 
Secondary 

Wholesale  Power — Primary 
Special  Power  Contracts 
Flat  Rate  Service 
Interchange  Power 
Off  Peak  or  Restricted  Power 
Miscellaneous  Schedules 


(Appendix  pages  32  to  38) 
(Appendix  pages  39  to  53) 

(Appendix  pages  54  to  56) 
(Appendix  pages  57  to  59) 
(Appendix  pages  60  to  63) 
(Appendix  pages  73  to  77) 
( Appendix  pages  64) 
(Appendix  pages  65  to  67) 
(Appendix  pages  68  to  72) 


ENERGY  LOSSES 

The  data  pertaining  to  losses  (Question  7)  are  tabulated  as  they 
effect  the  schedules  in  the  above  classiiication,  as  accurately  as  the 
information  furnished  would  permit.  (Appendix  Pages  86  to  91). 
The  difficnlty  of  accurately  accounting  for  losses  is  expressed  in 
the  replies  from  the  larger  companies,  of  which  the  following  ab- 
stract is  typical.  (Also  see  Appendx  Pages  92  to  94). 


Luzerne  County  Gas  and  Electric  Corporation 

“It  is  not  possible  to  determine  precisely  the  loss  in- 
curred in  delivering  energy  to  each  class  of  consumer,  for 
the  reason  that  it  is  the  usual  practice  to  connect  various 
classes  to  one  transmission  line,  distribution  circuit,  trans- 
former bank,  ect.,  wherever  it  is  possible  to  render  good 
service  to  all  by  following  this  procedure.  In  such  cases 
the  losses  are  joint  and  it  is  obviously  impossible  to  dif- 
ferentiate. In  many  instances  the  load  of  one  class  of 
customer  will  predominate  on  a circuit  which  serves  other 
classes  incidentally.  In  still  other  cases  a circuit  serves 
only  one  class  of  customer.  These  percentages  of  loss 
therefore  have  been  determined  by  testing  typical  circuits, 
by  process  of  elimination  and  through  recourse  to  compu- 
tation, estimate  and  the  exercise  of  a judgment  horn  of 
of  experience.” 

“As  set  forth  above,  therefore,  they  represent  a composite 
of  each  of  the  methods  enumerated  and  it  is  believed  are 
sufficiently  accurate  to  serve  every  practical  requirement.” 


COST.  TO  SERVE 

The  most  important  data  desired  (Question  8)  was  either  en- 
tirely omitted  or  disappointing  for  the  purpose  of  this  study,  with 
the  exception  that  the  replies  received  fully  endorses  the  position 
taken  in  authorizing  this  study,  that  “Rate  Schednles  are  not 
based  on  Costs.” 

The  following  abstract  expresses  the  general  conclusion  in  the 
replies  received.  (Also  see  Appendix  pages  94  to  105). 


MO 


Metropolitan  Edison  Company 

“No  records  are  kept  summarizing  all  of  the  elements  of 
cost  y^^hicll  properly  enter  into  the  total  cost  of  service 
as  rendered  under  any  particular  rate  schedule,  and  any 
attempt  to  show  such  total  costs  would  be  only  the  result 
of  accounting  and  engineering  deductions.” 

Load  Curves  (Question  10)  were  received  from  the  principal  com 
panics  generating  power  and  are  tabulated  in  detail.  (See  Appen 
dix  pages  81  and  82.) 

SUMMAEIES 

Before  entering  upon  an  analysis  of  the  Bate  Schedules,  a general 
review  of  the  summaries  from  the  data  contained  in  the  qustion- 
naire  is  submitted  as  the  basis  on  which  the  conclnsious  of  this 
study  are  arrived  at. 

In  Group  A-1,  the  29  companies  reporting  receive  a net  average 
of  11.9c  per  K.W.H.  sold,  supply  6,343  consumers,  using  1,810,000 
K.W.H.  of  energy.  Including  an  estimate  for  the  six  companies 
not  reporting  increases  the  total  to  7,302  consumers  using  approxi- 
mately two  million  K.W.H.  of  energy,  paying  an  average  of  12c  per 
K.W.H. 

In  Group  A-2,  the  27  companies  reporting  receive  a net  average 
of  7.3c  per  K.W.H.  sold,  supply  6,604  consumers  using  3,935,000 
K.W.H.  of  energy.  Including  an  estimate  for  the  six  companies  not, 
reporting,  increases  the  total  to  7,307  consumers,  using  approxi- 
mately 4)4  million  K.W.H.  of  energy,  paying  an  average  of  8c  per 
K.W.H. 

Group  B-1  (controlled  companies)  supply  a total  of  1,226,541 
consumers,  using  a 4,993,583,000  K.W.H.  of  energy,  paying  an  aver- 
age of  2.44  cents  per  K.W.H. 

Group  B-2,  large  local  companies  supply  58,167  consumers  using 
101,722,000  K.W.H.  of  energy,  paying  an  average  of  3.5c  per  K. 
W.H.  Including  an  estimate  for  five  companies  not  repoi'tiiig,_  in- 
creases the  total  to  79,218  consmuers  using  approximately  160  mil- 
lion K.W.H.  of  energy,  paying  an  average  of  3)4  cents  per  K.W.H. 

Tlie  total  for  all  companies  in  the  state  being  1,320,368  consumers 
using  5.2  billion  K.W.H.,  paying  an  average  of  2.45  cents  per  K.W.H. 

The  power  is  sold  to  consumers  at  rates  as  filed  with  the  Public 
Service  Commission.  A recent  investigation  made  by  Mr.  Morse  of 
the  Engineering  Bureau  indicates  that  there  are  1,396  rate  sched- 
ules for  electric  service  filed  with  the  Burea\i  of  Bates  & Tariffs, 
of  this  number  1104  are  listed  in  this  report  under  which  power 
is  reported  to  have  been  sold  diiring  1924.  Of  these  1104  schedules 
125  are  similar,  leaving  a total  of  1079  different  schedules  under 
which  power  was  purchased  by  the  consumers  (See  Appendix  Page 
79). 

CLASSIFICATION  OF  RATES 

The  classification  of  rate  schedules  referred  to  heretofore  the  sub- 
divided as  to  form  as  follows:  (Appendix  Pages  14  to  26). 

Single  Step  Bates. 

Block  Bates  having  two  or  more  steps. 

Demand  Bates. 


Ill 


Kates  based  on  number  of  rooms. 

Rates  based  on  number  of  outlets. 

Rates  based  on  hours  use  of  installation. 

Rates  having  a fixed  service  charge. 

DOMESTIC  RATES 

Domestic  service  was  furnished  to  93,518  consumers  under  single 
step'  rate  varying  from  15  c to  3.8c  j)er  K.W.H.  consuming  approxi- 
matel}"  25  million  K.W  II.  for  which  an  average  price  of  fO.lc  was 
paid,  and  11,145  consumers  under  single  step  rates  varying  fronf 
10c  to  1 c consuming  15^  million  K.W.II.  for  which  an  average 
price  of  7.2c  was  paid. 

Block  rates  were  applied  to  215,292  consumers  under  rates  vary- 
ing from  20c  to  2.5c  per  K.W.II.  consuming  02  million  K.W.H.  at 
an  average  price  of  11.1c,  and  301,759  consumers  under  rates  vary- 
ing from  18c  to  2c,  consuming  110  million  K.W.H.,  at  an  average 
price  of  8.0  cents  per  K.W.H. 

Rates  based  on  the  number  of  rooms  were  used  by  105,921  con- 
sumers, consuming  11^  million  K.  W.  H.,  at  an  average  price  of 
6.5  cents. 

Demand  rates  by  17,111  consumers  using  8 million  K.W.H.,  at 
an  average  price  of  7.1  cents. 

Rates  based  on  hours  use  of  installation  by  22,149  consumers 
using  6.0  million  K.W.H.  at  an  average  price  of  10.6c  and  26,277 
consumers  using  9.6  million  K.W.H.  at  an  average  price  of  7.5  cents. 

Rates  having  a fixed  service  charge  were  used  by  13,700  consumers 
using  3.72  million  K.W.H.  at  an  average  price  of  ll^-^  cents,  and 
10,115  consumers  using  790,000  K.W.H.  at  an  average  price  of  7.4 
cents. 

The  domestic  consumption  per  consumer  under  the  various  rates 
range  from  a minimum  of  128  KW.H.  per  year  for  which  an  aver- 
age price  of  18.5  cents  was  paid  to  1,310  K.W.H.  at  an  average  price 
of  5.1c.  The  consumption  of  all  domestic  consumers  was  395,671,- 
000  K.W.H.  for  the  year,  for  which  an  average  price  of  8.1  cents 
was  paid  (See  Appendix  Page  26). 

Tabulating  the  consumption  per  domestic  consumer  by  class  of 
rates,  the  following  results  are  noted; 


Rate 

Class 

Maximum 

Minimum 

Averages 

Averages 

Price 

Use 

KWII 

Price 

Use 

KWII. 

Price 

KWH. 
Above 
i lOCts. 

Price 
Below 
10  Cts. 

KWH. 

Single  Step 

16.8 

172 

5.2 

520 

10.4 

270 

7.2 

38-^ 

Block  Rates  

24.5 

235 

5.5 

480 

11. 

375 

7.4 

389 

Room  Bases  

7.1 

.325 

5.4 

670 

... 

6.5 

420 

Demand  ’. 

9.2 

270 

7. 

475 

... 

... 

6.6 

460 

Mis.  Use  

10.8 

300 

7.3 

385 

11.2 

270 

5.6 

510 

Service  Charges  .... 

16. 

260 

7. 

475 

11. 

300 

7.4 

780 

112 


DOMESTIC  COOKING  KATES 

Service  under  cookingb,  beating  and  refrigerating  rates,  (see  Ap 
pendix,  pages  26  to  31 ) was  furnished  to  584  consumers  under 
single  step  rates  varying  from,  8c  to  2.7  cents  per  K.W.H.,  consum- 
ing approximately  852,000  K.  W.  H.,  for  which  an  average  price  of 
4.6  cents  was  paid.  Block  rates  were  applied  to  1,676  consumers 
under  rates  varying  from  12.6  cents  to  3 cents  per  K.W.H.,  con- 
suming 2,617,500  K.W.H.,  at  an  average  price  of  3.75  cents  per 
K.W.H.  Demand  rates  were  applied  to  95  consumers,  using  109,- 
000  K.W.H.,  at  an  average  price  of  4.6  cents  per  K.W.H.  Rates 
•based  on  hoxirs  use  of  installation  were  applied  to  19  consumers 
using  22,500  K W.  H.,  at  an  average  price  of  3.75  cents  per  K.W.H. 

The  average  consumption  per  consumer  obtaining  service  under 
cooking,  heating  and  refrigerating  rates,  was  1,100  K.  W.  H.,  at 
an  average  price  of  4c  per  K.W.H. 

COMMERCIAL  POWER  AND  LIGHTING  RATES 

Commercial  service  (see  Appendix  32  to  38)  or  schedules  includ- 
ing both  power  and  light  was  furnished  to  7,088  consumers  under 
single  step  rates  varying  from  11  cents  to  5 cents  per  K.W.H.,  con- 
suming 9,890,000  K.W.H.  for  which  an  average  price  of  7c  was  paid. 

Block  rates  were  applied  to  40,594  consumers  varying  from  13.3 
cents  to  2.3  cents  consuming  48,727,500  K.W.H.  at  an  average  price 
of  7c  per  K.W.H. 

Rates  based  on  hours  use  of  installation  were  applied  to  102,504 
consumers  using  231,952,500  K.W.H.,  at  an  average  price  of  4.85 
cents  per  K.W.H. 

Demand  Rates  were  used  by  21,513  consumers  using  42,116,000 
K.W.H.,  at  an  average  price  of  6c  per  K.W.H. 

Rates  based  on  the  numebr  of  outlets  were  used  by  13,688  con- 
sumers using  17,85200  K.W.H.,  at  an  average  price  of  7.6  cents 
per  K.W.H. 

The  average  consumption  per  soncumer  obtaining  service  under 
and  power  rates  was  1,850  K.W.H.,  at  an  average  price  of  5.5  cents 
per  K.W.H. 

GENERAL  POWER  RATES 

Service  under  general  power  schedules  (See  Appendix  pages  39 
to  53)  was  furnished  to  2,312  consumers  under  single  step  rates 
averaging  over  4 cents  per  K.W.H.,  using  3,490,000  K.W.H.  The 
rates  varying  from  12  cents  to  4 cents  per  K.W.H.  The  average 
price  paid  was  5.5  cents  per  K.W.H.  390  consumers  were  .served 
under  single  step  rates  averaging  less  than  4 cents  per  K.W.H.,  nsing 
10,345,500  K.W.H.  The  rates  varying  from  5 cents  to  2.5  cents; 
tlie  average  xnlce  paid  was  3.05  cents  per  K.W.H. 

Block  rates  averaging  over  4c  per  K.W.H.  were  used  by  5,947 
consumers  nsing  23,816,500  K.W.H.  These  rates  varied  from  14.3 
cents  to  1.9  cents.  The  average  price  paid  was  5.5  cents.  1,440  con- 
sumers were  served  under  rates  averaging  less  than  4c  per  K.W.H. 
using  26,839,000  K.W.H.  These  rates  varied  from  12  cents  to  1.3 
cents  per  K.W.H.  The  average  price  paid  was  3.5  cents. 
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Rates  based  on  hours  use  of  installation  were  used  by  21,367 
consumers  iising  44,165,500  K.W.H.  under  rates  averaging  over  4 
cents  per  K.W.H.  The  average  ])rice  i^aid  was  6.4  cents.  3,069  con- 
sumers using  575,979,000  K.W.H.  under  rates  averaging  less  than 
4 cents  per  K.W.H.  paid  an  average  of  1.6  cents  per  K.W.H. 

Miscellaneous  power  rates  having  special  provision  and  not  com- 
ing within  the  above  classification  were  applied  to  3,574  consumers, 
using  11,052,000  KW.H.  at  rates  averaging  over  4 cents  per  K.W.H. 
The  average  price  paid  was  5.1  cents  per  K.W.H.  2,140  consumers 
using  120,464,000  K.W.H.  were  served  at  rates  averaging  less  than 
4 cents  per  K.W.H.,  for  which  the  average  price  paid  was  3.35 
cents  per  K.W.H. 

The  average  consumption  per  consumer  obtaining  service  under 
genernl  power  schedules  averaging  4 cents  or  over  per  KW.H.  was 
2,850  K.W.H.  at  an  average  price  of  5.5  cents.  Under  schedules 
averaging  less  than  4 cents  per  K.W.H.  the  consumption  per  con- 
sumer was  130,000  K.W.H.  at  an  average  price  of  1.9  cents  per 
K.W.H. 

WHOLESALE  POWER  RATES 

Wholesale  power  fsee  Appendix  pages  54  to  63)  including  both 
primary  and  secondary  service  was  furnished  to  3,013  consumers 
using  841,594,000  K.W.H.  at  an  average  price  of  1.75  cents  per 
K.W.H.  Wholesale  power  specified  as  primary  power  was  furnished 
to  9,574  consumers  using  681,464,000  K.W.H.  at  an  average  pi’ice  of 
1.54  cents  per  K.W.H. 

Schedules  specified  for* railroad  and  electric  railway  power  were 
used  by  96  consumers  consuming  728,685,000  K.W.H.  at  an  average 
price  of  9.7  mills  per  K.W.H,  Power  .supplied  to  electric  utilities 
for  resale  was  sold  to  93  consumers  using  259,279,000  K.W.H.  at  an 
average  price  of  1.2  cents  per  K.W.H.  Special  schedules  applying 
to  specific  industries  or  uses  such  as  steel  mills,  pumi»ing  plants, 
cement  plants,  etc.,  were  used  by  50  consumers  consuming  152,184,000 
K.W.H.  at  an  average  price  of  1.3  cents. 

The  total  consumption  of  power  under  wholesale  power  schedules 
was  2,660,206,000  K.  W.  II.,  supplied  to  12,826  consumers,  at  an 
average  price  of  1.35  cents  per  K.W.H. 

OFF  PEAK  A INTERCHANOE  POWER 

Off  Peak  power  (see  Appendix  pages  65,  66  and  67)  is  supplied  to 
146  consumers  using  126,414,000  K.W.H.  at  an  average  price  of  9.8 
mills.  Interchange  power  (see  Appendix  pages  64  and  67)  is  sup- 
plied to  14  consumers  using  106,949,000  K.W.H.  at  an  average  price 
of  9 mills  per  K.W.H. 

SPECIAL  RATES 

Service  supplied  under  regular  schedules  to  which  a special  con 
cession  is  added  (see  Appendix  pages  68  to  72)  and  applied  to  em- 
ployes, charitable  institutions,  hospitals,  churches,  etc.,  were  used 
by  8,994  consumers,  using  20,379,700  K.W.H.  at  an  averagp  pince 
of  4.5  cents  per  K.W.H. 
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It  is  interesting  to  note  that  of  the  3,068  employes  obtaining 
special  rates,  the  average  consumption  was  385  K.W.H.  per  con- 
sumer, and  the  average  ijrice  was  4.7  cents  per  K.W.H. 

FLAT  RATES 

Flat  rates  (see  Appendix  pages  73  to  77)  are  confined  principally 
to  commercial  display  lighting  such  as  signs,  show  windows,  etc-, 
and  municipal  street  lights. 

Schedules  applied  to  display  lighting  were  used  by  2,169  con- 
sumers, using  4,153,000  K.W.H.  at  an  average  price  of  5.6  cents  per 

K.W.H. 

Schedules  applied  to  street  lighting  were  used  by  1,210  consumers 
using  124,639,000  K.W.H.  at  an  average  price  of  3.4  cents. 

Miscellaneous  flat  rates  were  applied  to  1,745  consumers  using 
667,000  K.W.H.  at  an  average  price  of  5.2  cents. 

SUMMARY  OF  RATE  SCHEDULES 

Analyzing  the  foregoing  summaries,  the  following  conclusions  are 
oldained ; 

Earnings  from  operation  of  one  group  of  29  small  companies 
(Group  A-1)  avei’age  from  10  cents  to  22  cents  per  K.W.H.  The 
total  earnings  of  these  29  companies  was  an  average  of  11.9  cents 
per  K.W.H. 

Earnings  of  a second  group  of  27  small  companies  (Group  A-2) 
averaged  from  4.5  cents  to  9.4  cents  per  K.W.H.  The  total  earnings 
of  these  27  companies  was  an  average  of  7.3  cents  per  K.W.H. 

These  56  companies  are  re])resentative  of  the  small  utilities  still  in 
operation  and  in  most  instances  furnish  service  to  rural  districts 
or  small  villages,  the  service  being  generally  used  for  domestic 
purposes. 

The  earnings  of  a group  of  33  large  companies  (Group  B-2)  not 
affiliated  and  of  a local  character  both  as  to  ownership  and  service, 
average  from  1.7  cents  to  10,9  cents  per  K.W.H.  The  total  earnings 
of  these  33  companies  averaged  3.5  cents  per  K.W.H. 

The  eaimings  of  companies  controlled  or  affiliated  averaged  for 
each  controlled  group'  from  126  cents  to  8.2  cents  per  K.W.H.  The 
total  earnings  of  all  the  companies  in  this  group  averaged  2.44 
cents  per  K.W.H. 

The  average  earnings  for  domestic  service  of  all  companies  is  7.6 
cents  per  K.W.H.  varying  in  average  earnings  under  different 
schedules  from  5.1  cents  to  24.5  cents  per  K.W.H. 

Of  the  132  domestic  schedules  listed  the  axerage  earnings  of  36 
are  below  9 cents  per  K.W.H.  and  at  these  schedules  670,023  con- 
sumers are  served,  all  other  domestic  consumers  (389,713)  being 
served  at  the  remaininfi  96  schedules  paying  9 cents  or  more  per 
K.W.H. 

The  small  companies  (Group  A)  being  limited  to  practically  a 
domestic  service  reepresent  in  a measure,  the  maximum  costs  to 
furnish  electric  service.  These  companies  as  a rule  furnish  service 
in  districts  with  a low  density  of  consumers,  are  inefficient  as  to 
the  production  of  power  and  are  not  conducted  with  the  economies 
possibly  by  the  larger  companies. 


115 


The  56  small  companies  (Group  A)  replyiug  to  the  questionnaire 
indicate  that  the  rate  at  Avhich  service  is  furnislied  appears  to  earn 
a fair  return  on  the  capital  invested  with  an  average  earning  of 
8.6  cents  per  K.W.H. 

Tliis  indicates  that  the  maximum  price  or  the  high  rate  in  the 
schedules  for  domestic  service  should  not  exceed  9 cents  per  K.W.H. 
and  rapidly  scale  downward  where  this  service  is  supplied  from 
efficient  plants  bj'  economicallj’  operated  organizations. 

The  schedules  covering  the  larger  power  users  present  complicated 
problems,  and  cannot  be  analyzed  from  the  data  available,  due 
principally  to  wide  fluctuation  in  use  bj’  individual  consumers. 

A general  siimmary  of  large  })ower  schedules  follows: 


No.  of 

1000 

Net 

Average 

Con- 

KWH. 

Amt.  Amt.  Paid 

sumers 

Sold 

Paid  Per  KWH. 

Single  Step  Rates 

44 

15,313 

$268,863 

1.75 

Block  Rates  

446 

23,382 

871,8.39 

3.7 

Demand  Rate  

.6.410 

1.4t}2.176 

2:3.817.68!> 

l.<>  1 

Hours  Use  Rate  

55 

14,409 

158,806 

1.1 

Mise.  Power  

71 

8,027 

182,114 

2.25 

Railway  Power  

96 

728,685 

7,009,069 

.97 

Resale  Power 

m 

256,279 

3,073,070 

1.2 

Special  Contracts  

50 

152,184 

1,997,815 

1.3 

Interchange  Power  

14 

106,949 

975,152 

.9 

Off  Peak  Power 

146 

126,414 

1,236,897 

.98 

4,125 

2,893,818 

.$39,591,314 

1.35 

The  total  energv  sold 

under  these  schedules 

during  1924 

was  ap- 

proximately  3 billion  K.W.H 

. used  by 

4,125  consumers  or 

apjtroxi- 

niately  700,000  K.W.H. 

per 

consumer 

at  an  average  price 

: of  135 

cents  per  K.W.H. 

General  summary  of  Domestic  Schedule  is  as  follows: 


Rates 

No . of 
Consumers 

1000 

KWH.  SoUl 

Average  Paid 
per  K.W.H. 
cents 

Sing:le  Step  Rates  (a)  

ns , .54S 

2.') . 000 

10.4 

Single  Step  Rates  (b)  

41.14.5 

15..500 

7 2 

Block  Rates  (a)  

215,202 

62.000 

11.4 

Block  Rates  (bj  

noT.Tr.n 

440 , OOO 

n.6 

Room  Bases  Rate  

105,924 

44,250 

0.5 

Demand  Rate  

17.444 

8,000 

7.1 

Hours  Use  Rate  (a)  

22,149 

0.600 

10.6 

Hours  Use  Rate  ^h)  

26.277 

9.600 

7 . 5 

Seiwice  Charge  Rate  (a)  

13.700 

R.  720 

11.5 

Sei-vice  Charge  Rate  (b)  

10.11.5 

790 

7.4 

Miscellaneous  Rates  

145.777 

79.112 

6.G 

Total  and  Average  

1.0,53.130 

393.572 

3.3 

The  wholesale  power  sales  were  approximately  58  percent  of  the 
total  K.W.H.  sold  by  all  companies  tabulated  and  approximately  3.“! 
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percent  of  the  earnings  from  the  sale  of  all  electric  service.  Com- 
paring the  schedules  from  which  tlie  average  maximum  earning’s  per 
K.W.H.  Avere  obtained,  namely,  sales  from  domestic  or  residence  use, 
Avitli  those  resulting  in  the  average  minimum  earnings,  (sales  to 
large  power  users),  tlie  following  data  is  obtained: 


. 

Domestic  or 
Maximum  Rate 
Sclielu'es 

Wholesale  Power 
or  Minimum  Rate 
Schedu’es 

y,Q.  ot 
K.  w. 
No.  of 
Average 
Average 

Consumers  

H Solti  

Consumers  

Price  per  K.W.H 

use  per  Consumer  

1.054,130 
;195 , 674 , 000 
. 1,054,130 

8.4  cents 

^ .S75K.AV.H. 

4,125 
2,803,818,000 
4,125 
1.35  cents 
700.000K.AV.H. 

Tlipi’efore , there  are  255  domestio  constmiers  for  each  power  consumer^ 


The  total  consumption  of  energy"  by  the  large  power  users  is  7 
times  greater  tlian  that  used  by  the  domestic  consumers 

The  amount  of  money  paid  by  the  domestic  consumer  is  approxi- 
mately the  same  as  that  paid  by  the  large  power  consumers. 

The  average  price  per  K.W.H.  paid  by  the  domestic  consumer  is 
six  times  greater  than  the  average  ])rice  paid  by  the  large  power 
consumer.  ■ , 

The  maxinuTin  average  price  ]:aid  under  any  schedule  is  24.5  cents 
per  K W.H.  and  the  minimum  average  price  paid  under  any  schedule 
is  1.13  cents  per  K.W.H. , exclusive  of  off-peak  or  interchange  power. 
The  lowest  average  price  paid  for  any  power  sold  was  7.6  mills. 

LOAD  CD  BYE  BATA 

The  load  curve  data  (see  Appendix  pages  Sh  .and  81)  is  of  partic- 
ular importance  in  establishing  the  fact  (quite  contrary  to  general 
impression)  that  domestic  use  of  poAver  is  off  peak  povrer,  there- 
fore ]tower  used  for  lighting  need  not  earn  a higher  rate,  due  to  the 
demand  of  this  seiwice  establishing  the  maximum  capacity  of  power 
plant  equipment. 

Tyi)ical  daily  load  curves  Avere  received  from  40  companies  repre- 
senting 08%  of  the  total  energy  generated  Avithin  the  state.  Of 
these  40  companies,  11  liad  the  peak  load  of  the  year  betAA'^een  the 
hours  of  4 F.  ]\[.  and  10  P.  M.,  Avhich  is  the  peak  period  of  the  light- 
ing load.  (Appendix  pa.ge  80  to  85)  The  peak  of  29  companies  oc- 
curring during  the  hours  of  8 A.  and  2 P.  M. 

The  following  table  indicates  the  maximum  peak  load  of  the  year 
for  each  of  the' companies  reporting  (Avhich  establisiies  the  station 
capacity)  assuming  that  the  ty])ical  daily  load  curve  as  furnished 
for  each  month  is  similar  for  each  Avorking  day. 
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TIME  OF  MAXIMUM  PEAK  LOAD 
(500  K.  W.  OR  OVER) 

Time  and  K.  W.  of  Peak  (1000  K.  W.) 


9 A. 

1 

M.' 

P.M. 

No.  of  Co. 

or 

:io  a.m. 

11  a.m  . 2 I’.M. 

5 1> . M . 

or 

earlier  | 

! 

later 

6 4.9  

7 .0  

3 1.3  

8 212 

10  25 

11  11.3  

19  9.8  

5 6.2  

13  29.5  

36  1.4  

39  1.1  

40  180.5  

12  9 

34  77.6  

36  1.4  

17  14.8  

18  2 

25  3.4  

29  47.6  

31  < 40 

33 140 

37  30.2  

20  18.9 


9 

21 

26 

35 

37 

30 

1 

23 

24 
20 


21.8  ... 

17!  9 

.9  . . . 

34.8  ... 

315.6  .. 

1.6 

1. 


Totals 


201.9  306.70  284.00  18.9  391.6  11.0  = 1.277.7 


The  total  of  the  individual  peaks  of  each  company  required  a 
station  capacity  (exclusive  of  reserve  units)  of  1,277,700  K.W.  The 
p>eak  load  durinji  the  lightin';  period  of  the  day  not  considering 
diversity  of  load  hetiveen  companies,  ivas  403,200  K.W.,  of  whicli 
the  Philadelphia  Electric  Company  had  a peak  of  315,600  K.W. 
occurring  at  5 P.M. 

The  diversity  of  load  between  each  co,m]iany  results  in  a composite 
loadcurve  having  a maximum  peak  of  1,107,685  K.W.  at  9 A.M.  in 
December.  To  obtain  an  approximate  average  of  the  monthly  load 
for  the  state,  the  individual  typical  daily  load  curves  for"  the  months 
of  January,  Dlay,  August  and  Dece,mber  were  selected  and  combined 
into  one  curve  for  each  of  these  months.  (See  pages  19,  20,  21 
and  22). 

It  will  be  noted  that  with  a properly  interconnected  system  the 
peak  at  all  periods  of  the  year  is  in  the  morning  hours  between  8 
and  12  o’clock. 

Of  equal  impoidance  is  the  tendency  of  the  increased  use  of  electric 
power  to  increase  the  load  factor.  The  annual  load  factors  based 
on  the  maximum  peak  for  the  individual  companies  varies  from  16% 
to  74%.  Sixteen  comipanies  have  an  annual  load  factor  in  excess 
of  40%.  The  load  factor  of  the  typical  combined  load  curves  for  the 
state,  representing  the  load  of  an  avexxage  working  day  exclusive 
of  Saturdays  and  Sundays  is  in  excess  of  70%. 

These  combined  load  curves  indicate  that  the  annual  load  factor 
of  a completely  interconnected  system  for  the  state  during  1924 
would  have  bee  approximately  54%  with  a.  maximum  i>eak  load  of 
1.107,685  K.W.  occurring  between  the  hours  of  8 and  12  o’clock  in 
the  morning. 
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Combined  Load  Curve 
— OF  the  — 

Typical  Daily  Load  Curves 

SOBMITTCO  BY 40  COMFANIES 
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Combined  Load  Curve 

— or  THE  — 

Typical  Daily  Load  Curves 

SUBMITTED  BY  40  COMPANIES 
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Combined  Load  Curve 

~OF  THE  — 

Tvpical  Daily  Load  Curves 

SUBMITTED  BY  AO  COMPANIES 
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Combined  Load  Curve 

-^or  THE  — 

Typical  Daily  Load  Curves 

SUSMiTTCO  BY40  CONPANtCa 
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ENERGY  LOSS  DATA 

The  data  submitted  to  indicate  losses  by  schedules  (see  Appendix 
pages  86  to  91)  and  varies  from  25%  to  41%  for  circuits  up  to  440v., 
voltage  of  the  transimission  or  distribution  system  (see  Appendix 
pages  86  to  91)  and  varies  from  25%  to  41%  for  circuits  up  to  44ov., 
from  6 to  34%  for  circuits  from  2300v.  to  6600v.  and  from  4 to  9% 
for  high  tension  transmission  lines.  The  overall  losses  vary  from 
9 to  17%  for  the  larger  companies  and  as  high  as  40%  for  the 
suialler  companies. 

Applying  the  data  furnished  to  the  classification  of  rates  the 
following  estimate  of  losses  as  it  affects  each  class  of  rate  schedules 
is  obtained. 

BNEUGY  LOSSES  AS  ESTIMATED  BY  COMPANIES 
FOE,  EACH  CLASS  OF  KATE  SCHEDULES 


Domestic  Llghtiug  26  28  19  40  37  30  27  30  29  41  .29 

Domestic  Power  10.5  28  19  30  37  30  27  30  12  41  29 

Commercial  Pwr.  & Lt 28  19  40  37  30  27  30  15  41  21 

Imlmstrial  Pwr.  Secondary  12.5  28  13  20  15  20  25  28  6 34  10 

Wholesale  Pwr.  Secondary  10  6 5 15  15  20  12  28  6 34  10 

Wholesale  Pyt.  Primary  9.9  6 5 5 9 15  10  9 6 4 4 

Special  Contracts  5 4 5 5 7 : 10  ...  . G ...  . 4 

Flat  Rates  21  25  25  10  10  11  19  41  7 

Interchange  Pwr 2 5 4 9 6 

Off  Peak  Pwr 7 ....  5 5 


The  method  of  arriving  at  the  losses  applicable  to  each  class  of 
rate  schedules  indicates  that  the  energj^  loss  in  the  delivery  of  do- 
mestic service  varies  from  19%  to  41%,  Avith  an  aAurage  of  approx- 
imately 25%.  The  loss  of  energy  in  the  delivery  of  Avholesale  power 
varies  between  4%  and  10%  Avith  an  average  approximately  6%. 

The  losses  or  differences  betAveen  total  K.W.H.  generated  and 
total  K.W.H.  sold  the  companies  furnishing  this  imformation 
varies  betAveen  7%  and  42%.  The  probable  average  loss  in  the  de- 
livery of  all  services  can  be  most  accurately  estimated  from  the 
figures  submitted  by  the  larger  companies,  as  follows: 


<11 

& 

S 

Coinpaiiy 

o> 

ciJ 

c 

w 

K 

K 

cn 

m 

& 

w 

1,313,297.283 

1,153,495,308 

78,138,931 

9 % 
11  ^ 

Counties  G- . & E . Co 

88,015.668 

1,098,637.867 

981,846,108 

680,6.38,995 

9 % 

17  % 

Luzerne  Co.  G.  ^ E.  Corp 

77.010,275 

70.523,318 

.81% 

5.59.283.912 

11  j%. 

Tliese  figures  indicate  that  the  average  total  loss  can  be  estimated  hot  to  exceed  12%. 
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CONCLUSIONS 


This  study  indicates  the  need  of  a careful  aualysis  of  rate  sched- 
ules b}"  the  Public  Service  Comniission  before  they  are  accepted. 


First; 
Second : 


Third : 
Fourth : 

Fifth : 
Sixth : 


Seventh : 


To  ascertain  the  need  of  the  new  rate ; 

Is  it  discriminatory  as  to  its  effect  on  existing 
schedules  ? 

What  will  it  cost  to  seiwe  under  its  terms? 

Will  the  rate  earn  a fair  return  consistent  with  the 
schedules  in  force? 

Is  it  consistent  as  to  form  with  rates  now  on  tile? 
IWiat  is  the  capital  investment  of  the  company  on 
which  this  rate  in  addition  to  all  other  rates  must 
earn  a fair  return? 

Does  it  confonn  to  established  principles  for  simpb 
city  and  uniformity? 


Such  supervision  over  rate  schedules  will  materially  simplify  the 
complication  and  difficulties  which  existing  schedules  present  in 
cases  of  controversy  or  complaint.  It  will  go  a great  way  in  tak- 
ing the  mystery  out  of  electric  schedules.  A gblance  at  the  800  odd 
schedules  listed  in  this  report  will  indicate  the  utter  disregard  of 
standardization  either  as  to  form  or  price,  not  only  between  com- 
panies but  by  the  properties  operated  by  the  same  orgonization, 
under  silnilar  conditions  in  approximately  the  same  locality. 

Numerous  schedules  differ  in  form  but  result  in  precisely  the 
same  net  cost  to  the  consumer.  Eearrangement  of  constants  would 
result  in  eliminating  hundreds  of  different  rate  schedules,  leave 
both  the  company  and  the  co«umer  in  exactly  the  sapie  position 
and  Avould  make  it  possible  for  the  layman  to  make  an  intelligent 
comparison  of  the  price  paid  for  power. 

Uniformity  in  schedules  would  simplify  the  records  of  the  Bu- 
reau of  Kates  & Tariffs  and  materially  increase  the  efficiency  of 
the  Commission  in  disposing  of  informal  complaints  both  to  the 
advantage  of  the  consumer  and  company. 

The  report  of  the  Commttee  on  Public  Utility  Kates  of  the  Na- 
tional Association  of  Public  Utility  Commissions  at  their  1925  con- 
vention, calls  attention  to  the  need  of  supervision  over  rate  sched- 
ules as  follows: 

“Here  we  find  great  variations  and  unusual  complexities 
in  rate  schedules.  In  the  interest  of  good  public  relations 
concerning  which  we  heard  so  much  good  yesterday,  we 
believe  the  attention  of  many  companies  and  the  influence 
of  many  commissions  could  well  be  directed  to  a greater 
simplicity  in  electric  rate  schedules.  The  foundation  of 
good  public  relations  is  a sure  understanding.  What  the 
public  cannot  understand,  they  are  slow  to  accept.  It  is 
difficult  for  the  public  to  understand  the  fundamental  eco- 
nomies of  a two-part  charge  divided  into  service  and  com- 
modity charges.  It  is  more  difficult  for  them  to  under- 
stand a three-part  rate,  adding  a demand  charge  to  the  other 
two  even  thoiTgh  it  is  more  logical  than  the  other.  But  to 
attempt  to  analyze  some  of  the  schedules  now  in  use  by 
some  companies  may  well  tax  the  intelligence  of  the  public 
beyond  all  measure. 
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“There  is  one  factor  resulting  from  these  diversfied 
schedules  to  which  attention  may  well  be  directed.  This 
is  the  wide  variance  in  the  prices  resulting  therefrom.  JSTo 
one  can  serously  deny  the  right  of  companies  to  charge 
lower  rates  to  certain  classes  of  consumers  and  for  various 
reasons  all  of  which  have  often  been  discussed  at  length 
before  this  Association.  But  is  it  not  possible,  in  the  rapid 
growth  of  the  electrical  industry,  that  it  has  been  overdone? 
After  all  it  is  the  same  power  manufactured  in  the  same 
plant  from  the  same  or  similar  coal  and  goes  out  over  the 
same  or  similar  wires.  The  considerations  of  load  factors, 
peak  loads,  long  and  short  time  users,  users  in  bulk,  and 
other  similar  considerations  without  doubt  affect  the  price 
at  which  electricity  may  be  sold.  But  does  it  account  for 
some  of  the  extreme  differences  that  have  grown  up  in 
some  companies  ? Are  we  being  blinded  by  phraseology  ? . It 
would  seem  today  as  if  the  ordinary  light  users  who  pay 
the  maximum  rate,  contribute  in  many  instances  a large 
share  of  the  gross-revenue  and  use  only  a small  propor- 
tion of  the  generated  power.  Perhaps  in  the  case  of  some 
companies  these  should  receive  greater  consideration  than 
they  have  had  recently. 

“Right  along  that  line,  the  practice  of  some  companies  in 
entering  into  long-term  contracts  at  low  rates  should  be 
discouraged.  It  is  suggested  that  such  contracts  should  at 
least  contain  a provision  for  an  adjustment  of  the  rates 
paid  thereunder  at  periodical  intervals  during  their  life. 
There  ought  not  to  occur  in  the  future  any  situation  where 
a company  is  selling  a large  amount  of  power  under  a 
special  contract  at  less  than  the  actual  cost  of  generating 
that  power.” 

The  ideal  result  of  standardizing  rates  would  be  to  reduce 
the  number  of  different  schedules  necessary  to  the  smallest  number 
and  designate  each  schedule  with  a permanent  index,  indicating 
fhe  conijrauies  filing  or  operating  under  each  schedule. 

The  national  movement  of  standardization  can  well  be  applied 
in  the  consideration  of  rate  schedules  of  the  future. 

The  disregard  of  costs  in  preparing  rate  schedules  is  clearly 
indicated  by  the  position  taken  by  the  companies  on  this  question. 

The  rates  for  small  consumers  carry  a far  larger  proportion  of 
costs  than  the  large  consumers,  empliasized  by  !such  wholesale 
rates  in  which  the  bare  cost  of  production  becomes  approximately 
the  price  paid  for  the  service  by  the  consumer. 

This  discrimination  is  directly  responsible  for  the  great  spread 
in  the  cost  of  service  between  the  large  and  small  consumer  and 
deprives  or  restricts  such  use  of  electric  power  by  the  people  as 
would  make  a more  contented  and  livable  existence,  particularly 
in  rural  or  farming  districts. 

Tveaty-four  percent  of  the  income  from  electric  service  is  paid 
by  the  small  or  resident  consumer  and  his  use.  of  power  is  only 
7%  of  the  energy  which  produces  the  total  income  with  the  result 
that  great  economy  is  practiced  in  the  use  of  the  service  by  the 
small  consumer  to  keep  his  cost  of  power  within  the  home  budget 
allowance  which  appears  to  limit  the  use  of  power  for  the  average 
consumer  to  about  350  K.W.H.  per  year. 
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So  apparent  is  this  limit  that  where  the  average  cost  of  service 
is  10  cents  or  over  the  use  is  limited  to  an  averag  of  less  than 
270  K.W.H  per  year  while  with  a rate  of  6 cents  or  less  the  aver- 
age use  increases  100%. 

A proper  allotment  of  costs  justified  hy  allowance  for  off  pea. 
power  supplied  for  domestic  consumption  (70%  of  the  power  sup- 
plied for  domestic  service  is  off  peak)  would  very  slightly  increase 
the  existing  rates  to  large  consumers,  materially  reduce  the  domestic 
rates  and  leave  the  gross  earnings  to  the  company  the  same. 

For  example  an  increase  of  2 mills  per  K.W.  on  all  consumption 
other  than  domestic  service,  applying  this  increase  to  a reduction  in 
domestic  rates  would  result  in  a 30%  reduction  in  tlie  average 
rate.  This  would  relieve  the  extreme  need  of  economy  in  the  use 
of  service  so  that  the  full  benefits  and  convnience  of  electricity  in 
the  home  could  be  utilized. 

Summing  up  the  outstanding  features  of  this  study,  we  have; 

First:  Rates  should  be  standardized; 

Second:  Cost  allocation  for  each  rate  in  a schedule  should  be 

submitted  with  each  rate  schedule  when  filed,  showing 
in  detail  the  cost  to  the  company  to  furnish  the  service 
covered  by  the  schedule. 

Third:  Domestic  service  is  largely  off  peak  and  should  be  rated 

as  such. 

Fourth;  The  discrimination  in  favor  of  wholesale  power  should 
be  corrected. 

Fifth:  The  annual  reports  as  filed  by  the  companies  including 

all  Rate  Schedules  of  the  Electric  Power  Utilities 
should  be  abstracted  and  tabulated  for  ready  and  u])- 
to-date  reference  so  that  the  analyses  of  new  rates  as 
filed  can  be  given  prompt  and  effective  consideration. 
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TNTRODUCTTON 

Effort  was  made  to  obtain  from  the  electric  power  utilities  in  the 
state  the  allocation  of  costs  by  wliicli  they  arrived  at  the  charges 
for  service  as  per  schedule  liled  with  the  Bureau  of  Rates  ajid 
Tariffs.  The  practical  result  was  an  almost  general  admission  by 
the  companies  that  no  such  allocation  of  costs  could  be  made,  and 
that  the  rate  schedules  were  not  arrived  at  by  the  elements  of  cost 
but  from  experience  and  competition. 

The  contention  therefore  that  the  rates  do  not  reflect  costs  is 
fully  sustained  and  that  where  no  Competition  exists  the  highest  rates 
are  charged  and  where  tliere  is  competition  rates  sufficiently  low  to 
get  the  business  are  made  ^respective  of  the  cost  to  serve. 

To  arrive  at  a reasonable  analysis  of  costs  this  study  was  under- 
taken. In  addition  to  the  data,  submitted  in  reply  to  the  qnestion- 
narie  referred  to  in  the  rate  spread  report  (see  tile  May  12,  192G ) 
the  annual  reports  of  thecompanies  for  1021  were  consulted  (see  ap- 
pendix). 


AMxVTML  REPORTS 

The  reports  of  all  companies  were  carefully  studied  and  it  was 
evident  that  only  the  larger  companies  supplied  data  of  sufficient 
detail  to  be  of  vaUie,  therefore  only  the  report  of  the  companies  in 
Classes  “A”  and  “B”  are  referred  to  in  this  report. 

The  reports  of  eights'  companies  are  analyzed  and  tabulated  in 
detail  with  a general  suimnaiy  of  85  class  “C”  and  52  Class  “D” 
campanies  (see  appendix). 

jSToter-Pennsylvania  Water  & Power  Company  report  omitted  as 
this  company  delivers  approximately  70%  of  the  total  K.  W.  II.  sold 
beyond  the  state  border. 

CLA88IFICATI0X  OF  ACC01FCT8 

Considerable  attention  was  given  to  the  classification  of  accounts 
so  that  a reasonable  basis  for  allocating  the  expense  to  the  various 
rate  schedules  could  be  arrived  at.  The  classification  of  expenses 
under  principal  headings  as  follows  were  analyzed: 

K.  W.  H.  generated,  purchased  and  sold 

Classification  of  Consumers 

Operating  Expenses  Grand  Totals 

Generating  System  Operating  Expenses 

Electrictity  Generated  by  Others 

Transmission  System  Operating  Expenses 

Distribution  System  Operating  Expenses 

T^tilization  System  0]ierating  Expenses 

Commercial  Department  Operating  Expenses 

New  Business  I)ei)artment  Operating  Expenses 

General  Administration  Expenses 

Other  General  Exjienses  (allocated  as  Fixed  Charges) 

Fixed  Capital 


9n 
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ALLOCATION  OF  COSTS 

The  expenses  as  filed  in  the  annual  reports  under  these  classifica- 
tions are  allocated  to  the  class  of  rate  schedules  for  which  the  ex- 
penses were  incurred  and  where  direct  allocation  could  not  be  made, 
apportioned  in  accordance  with  the  controlling  factors,  it  being  un- 
derstood that  each  company  can  readily  obtain  accurate  figures  on 
which  to  base  all  costs. 

The  reports  to  the  Public  Service  Commission  as  now  submitted 
are  not  classified  so  as  to  give  the  data  necessary  for  allocating  costs 
to  rate  schedules.  Particularly  in  this  time  as  to  fixed  capital,  and 
for  the  purpose  of  this  rej>ort  estimates  for  apportioning  capital 
expenditures  for  Generation,  Transmission,  Distributiou,  etc.  had  to 
be  made,  all  of  which  can  be  accurately  ascertained  by  each  com- 
pany, therefore  in  applying  estimates  on  a state-wide  study  they 
may  vary  considerably  from  the  actual  figures  of  an  individual  com- 
pany. 

APPORTIONMENT  OF  EXPENSES 

A careful  study  was  made  of  the  expenses  which  could  not  be  ap- 
plied to  a particular  class  of  service.  These  expenses  are  appor- 
tioned by  the  factor  which  directly  affects  such  expenditures  and 
apjiortioned  to  the  class  of  rate  schedules  in  the  proportion  that  the 
service  caused  the  expenses. 

SUMMARIES 

Before  analyzing  each  classification  the-  following  general  sum- 
maries are  submitted: 

Total  Fixed  Capital  of  the  companies  analized  (these  companies 
representing  1.1'%  or  total  fixed  ca^^ntal  of  ail  companies  in  Pennsyl- 
vania) (“O'^  and  “D”  companies  Total  Fixed  Capital  |6,021,276). 

80  Class  “A”  & “B”  Companies  total  fixed  capital  . . $551,271,770. 
Average  Fixed  Capital  per  Consumer  (1,274,597)  . . 432.50 

Average  Fixed  Capital  per  KWH.  Sold  (5,637,090,000)  .098 

Maxmium  Fixed  Capital  of  any  one  company $199,593,485 

Minimum  Fixed  Capital  of  any  one  company 31,775.00 


Maximum  Fixed  Capital  per  Cinsumer '.  . . 555.00 

Minimum  Fixed  Capitol  per  Consumer 28.00 

I\laximum  Fixed  Capital  per  KWH.  Sold 0.36 

Minimum  Fixed  Capital  per  KWH.  Sold 0.0065 


Eliminating  such  companies  vliich  have  abnormal  figures,  the 
maximum  and  minimum  figures  range  as  follows: 

Max.  Min. 

Fixed  Capital  per  Consumer  (13  Co’s. 

omitted)  |555.00  flOO.OO 

Fixed  Capital  per  KWH.  sold  (15  Co’s. 

omitted  -^*^5 

Total  Oirerating  Expenses $82,096,499.00 

Subdivided  according  to  classification  of  accounts  of  the  P.  S.  C. 
as  follows: 
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Min. 


Min. 


Other  General  Expenses: 

Total  for  all  Companies 118,487,204 

Of  which  taxes  amounted  to  6,215,848 

and  Kenewals  and  Replacements 7,8132j()0 

Maximum  expenses  per  K.  W.  H.  sold  . . 

Mnimnm  expenses  per  K.  W.  H.  sold  . . 

Average  expenses  per  K.  M'.  II.  sold  .... 

% of  Fixed  Capital  

Max.  % of  Fixed  Capital  paid  in  taxes  . 

(5  Co.'s  omitted  I 
]\rin.  % of  Fixed  Capital  paid  in  taxes. 

Avg.  % of  Fixed  Capital  paid  in  taxes  . 

Max.  % of  Fixed  Capital  exp.  for  Ren.  & Rep.  . 

Min.  % of  Fixed  Capital  exp.  for  Ren.  & Rep.  . 

Avg.  % of  Fixed  Capital  exp.  for  Ren,  & Rep. 
Administrative  Expense : 

Total  for  all  Companies .<R4  490  00“? 

%of  Fixed  Capital ’ 0 829^ 

Max.  Exp.  per  KWH.  Sold  ^ 

omitted)  

Min.  Exp.  per  KWH.  Sold 

Avg.  Exp.  per  KWH  Sold 

Max.  Exp.  per  Consumer 

(5  Go’s,  omitted) 

Min.  Exj:).  per  Consumer ' 

Avg.  Exp.  per  Consumer 

Generating  System  Operating  Expenses: 

38  Companies  generating  over  50%  of  I’ower  sold 
companies  generated  all  poAver'sold) 

Total  Expenses 

Of  which  Power  Purchased  cost  . . . .\. . . 

Avg.  Operating  Exp.  per  KIVH.  Gen.  .’. 

Avg.  Exp.  per  KWH.  Purchased  Power  . 

Avg.  Operating  Exj-).  per  KWH.  Sold  . . 

Oper.  Exp.  per  KWH.  Generated 

Oper.  Exp.  per  KHW.  Power  Gen.  & Pur  . 

Oper.  Exp.  per  KWH.  Sold 

42  Companies  pnrcha.sing  over  50%  Power  S 
anies  purchased  all  power  sold. 

Total  Expenses 

of  which  Generating  Exp.  were 

Avg.  Exp.  per  KWH.  purchased 

Avg.  Operating  Exp'.  per  KWH.  Gen- 
erated   

Avg.  Operating  Exp.  per  ICWH.  Sold  . 

Oper.  Exp.  per  KWH.  Power  l>nr‘.  & Gen. 

Oper,  Exp.  Power  Purchased  

Oper.  Exp.  Power  Sold  ! . 

Transmission  Exjienses 

( Xo  data  available  of  KWH,  traissmitled ! 

Total  Transmission  Expenses  . . . 

Max.  Exp.  per  KWH.  Sold  ...... . . . . ’ ’ 


1.58  Cents 
.0339  (Ynits 
.328  Cents 
3.9% 

3.9% 

.3% 

1.10% 

10.6% 

.04% 

1.42 


0.72 

0.02.58  Cents 
0.08  Cents 

fS.35 
.93 
3..52 

(of  which  13 
|!33,309,582 


5,134,9.53 

..572 

Cents 

.78 

Cents 

.685 

Cents 

4.8 

0.087 

Cents 

4.8 

.256 

Cents 

6.4 

.28 

Cents 

Id  of  wliich  34 

coin])- 

^5,519,139 

138,963 

i.o:; 

Cenfs 

2.02 

Cents 

1.2 

Cents 

Ma.r. 

Min. 

3,25 

.77 

3.25 

. i i 

3.62 

.895 

:5, 079,1 

71 

0.75 

(Ymts 
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Min.  Exp.  per  KWH.  Sold  . 
Avg.  Exp.  per  KWH.  Sold  . 
Distribution  Expenses; 

Total  Distribution  Expenses 
Ma.x.  Exp.  per  KWH.  Sold  . 
Min.  Exp.  per  KWH.  Sold  . 
Avg.  Exp.  per  KWH.  Sold  . 


Max.  Min. 

0.0011  Cents 
0.09  Cents 

16,85.6,878 

2.1  Cents 
0.003  Cents 
0.121  Cents 


Oniitting-  live  companies  having  abnormal  rtgures  tlie  range  is 
as  follows : 

Min.  Min. 

Expenses  per  KWH.  Sold 0.93  Cents  0.0196  Cents 

Based  on  number  of  customers  the  expenses  ai'e  as  follows: 

i\[ax.  Exp.  per  customer $25.00 

IMin.  Exp.  per  customer  1.35 

Avg.  Exp.  per  customer  5.95 


Omitting  seven  companies  having  abnormal  figures  the  range  is 
as  folloAvs: 


Expense  per  Customer  served 
Utilization  Expenses: 

Total  Utilization  Expenses  . . . . 
Max.  Exp.  per  KWH.  Sold  . . . . 
Min.  Exj>.  per  KWH.  Sold  . . . . 

Avg.  Exp.  ])er  KWH.  Sold 

Commercial  Expenses: 

Total  Commercial  ExjAense  . . . . 
Max.  Exp.  per  KWH.  Sold  . . . . 
Max.  Exp.  per  KWH.  Sold  . . 
AA^g.  Exp.  per  KWH.  Sold  . . . . 

Max.  Exp.  ]>er  Consumer 

IMin.  Exp.  per  Consumer 

Avg.  Ex]).  per  Consumer 


Max.  Min. 

|8.80'  $2.28 

$3,276,952 

0.63  Cents 
0.0027  Cents 
0.058  Cents 


$3,501,601 

0.97  Cents 
0.00925  Cents 
0.062  Cents 
$6.70 
0.08 
2.71 


Omitting  eight  com])anies  having  abnormal 
folloAvs ; 

Per  KWH.  Sold  

Per  Customer  

NeAv  Business  Expenses: 

Total  KeAV  Business  Expenses  

IMax.  Exp.  per  KWH,  Sold 

]\rin.  Exp.  per  KWH.  Sold  

Avg.  Exp.  jier  KWH.  Sold 


figures  the  range  is  as 

Max.  Min. 

0.605  0.01.56  Cents 

. $1.25  $0.10 

,.$1,587,967 

0.755  Cents 
0.00097Cents 
0.028  Cents 
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Total 

Per 

K.W.II. 

Sold 

Per 

Con- 

sumer 

Other  Expenses  . 

$18, 487, -^04 

0.328 

o.os 

Cts. 

Administration  . . , 

4,490,002 

.$3.52 

Generating  System 

f 33,:t09,5S2 

1 

0.685 

L 5,519,139 

1.2 

»» 

Transmission  . . . . 

5 , 079  171 

0.09 

0.124 

yy 

Distribution  

yy 

.$5.95 

Etilization  

0.058 

yy 

2.75 

Commercial  ...... 

0.062 

yy 

2.74 

Xew  Business  . . . . 

0.02S 

}y 

1.24 

Total  Operating 

Expense  $82,096,499 

Ave.  1.46 

Cts. 

.$64.. 50 

Operating  Rcvenuue  127,652  o’’!  2 45 

(Including  "B”  and  "C’  Companies) 

Cts. 

$100.00 

Fixed  Capital  . . . . 

(-‘A’-  and  -‘B"  O'ompanie.s  only) 

$0,098 

.$4.32.50 

CLASSES  OF  SEKVICE 

To  allocate  costs  to  each  class  of  service  for  which  a rate  schedule 
is  filed  the  classification  in  the  rate  spread  report  is  adopted  which 
is  as  follows: 

Eesidence  of  Domestic  Lighting 
Domestic  Power,  Cooking  and  Heating- 
Commercial  Light  and  Power 
General  Power 

Wholesale  Power  Primary  and  Secondary 

Special  Power  Contracts 

Flat  Bate  Service 

Interchange  Power 

Off  Peak  or  Eestricted  Power 

Miscellaneous  Schedules 
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APPORTIONMENT  OF-  OPERATING  EXPENSES 

The  largest  item  in  operating  expenses  is  inclnded  in  generating 
system  operating  expenses.  The  apportioning  of  these  expenses  is 
self  evident  and  is  made  on  a K.  W.  II.  basis  np  to  the  outgoing 
distribution  feeder  and  transmission  system. 

The  generation  of  a K.  AV.  H.  cannot  be  produced  for  a particular 
class  of  service  except  in  isolated  cases  s'Uich  as  arc  lighting,  25 
cycle  power  generated  for  a specific  service  etc.  Such  instances  are 
of  minor  importance  and  so  small  a percentage  of  the  total  out  put 
when  considered  in  a state-wide  problem  as  to  be  negligible  in 
the  final  result. 

AATth  the  growing  tendency  to  obtain  power  from  the  most  effec- 
tive and  efficient  prime  mover  sources  the  possibility  of  apportion- 
ing generating'  system  operating  expenses  to  any  class  of  service 
is  not  only  becoming  difficult,  but  ridiculous. 

As  idicated  by  the  foregoing  summary,  the  total  generating  system 
operating  expenses  for  the  eighty  plants  included  in  their  reports, 
which  represent  90%'  of  the  power  sold  in  Pennsylvania  for  the 
year  1924,  was  |38,828,  721. 

-Total  generating  system  operating  expenses  as  classified  in  the 
reiiorts  to  the  Public  Service  Commission  includes  purchased  power. 
To  arrive  at  the  expenses  for  Prime  Power  so  that  no  duplication  of 
costs  occur,  the  power  generated  within  the  state  for  which  the 
operating  expenses  are  included  in  the  company’s  report  plus  sucl| 
power  purchased  for  which  no  costs  of  generation  are  filed,  Avill 
approximate  the  actual  generating  system  operating  expenses  for 
the  prime  i>ower  used  within  the  state. 

The  only  power  generated  for  Avhich  no  reports  are  filed  with 
the  Public  Service  Commission  is  that  generated  beyond  the  state 
borders.  It  is  estimated  that  the  total  amount  of  power  imported 
was  approximately  360,000,000  K.  AV.  H. 

The  interconnection  of  prime  poAver  sources  and  the  efficiency  and 
reliability  of  long  distance  transmission  has  placed  into  discard  the 
old  and  established  principle  of  assuming  prime  mover  capacity 
must  be  provided  for  a specific  class  of  service.  The  use  of  prime 
:nover  capacity  is  applicable  for  all  service.  The  demand  for  light- 
ing service  Avhich  required  generating  capacity  for  the  peak  load  of 
tliat  service  is  no  longer  idle  for  a prolonged  period  of  the  day  and 
the  same  capcity  becomes  available  for  the  peak  demand  of  other 
classes  of  service,  not  only  in  the  local  district  but  practically 
throughout  the  state.  ,Idle  capaciy  in  York  County  may  be  used 
to  carry  the  peak  load  in  Dauphin  County.  Idle  capcity  in  Erie 
County  may  be  used  in  Fayette  County  and  so  on  indefinitely  as 
consolidation  of  the  poAver  utilities  or  interconnection  is  perfected. 

Therefore  the  diversity  of  a class  of  service  of  a local  company 
has  changed  to  the  diversity  of  all  service  in  the  area  served  by  a 
controlling  company  or  interconnected  Avith  prime  poAver  sources. 
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This  ability  to  use  prime  power  sources  for  the  diversity  iu  all 
classes  of  service  establihed  the  basis  for  allocation  of  costs  of 
power  production  on  system  load  factor  in  place  of  the  diversity 
of  a given  class  of  service. 

The  cost  of  generating  poAver  for  all  classes  of  service  therefore  is 
the  same  for  all  classes,  based  on  the  annual  load  factor  of  the  plant, 
and  any  class  of  service  using  power  in  excess  of  this  average  load 
factor  is  entitled  to  receive  such  excess  as  off  peak  (off  load  factor) 
service. 

This  simplifies  the  allocation  of  cost  of  power  at  the  station  bus 
for  all  rate  schedules  to  (A)  Cost  of  poAver  at  annual  load  factors 
and  (Bj  Cost  of  poAver  in  excess  of  annual  load  factor.  Total  trans- 
mission and  distribution  system  operating  expenses  are  ajApoi-tioned 
on  the  same  princijile  as  generating  system  operating  expenses. 

Utilization  system  operating  expenses  and  commercial  department 
expenses  are  apportioned  on  the  basis  of  number  of  consumers. 

NeAv  business  department  expenses  are  apportioned  on  the  K.  W. 
H.  sold  basis. 

General  administration  expenses  cover  the  mangement  of  the 
entire  property  and  apply  Jiiore,  or  less  to  each  of  the  classified 
accounts.  In  apportioning  these  expenses  the  importance  of  the 
functions  of  the  administrative  organization  to  each  of  the  accounts 
is  estimated  to  be  as  folloAA's : 


Generating  System  23% 

Transmission  System  10% 

Distribution  System  10% 

Undistributed  53% 

Total  100% 


The  undistributed  portion  of  these  expenses  are  allocated  on  the 
basis  of  K.  W.H.  sold. 

Other  general  expenses  cover  ludncipally  taxes,  insurance,  re- 
newals and  replacemnts,  etc.,  and  are  a])portioned  as  fixed  charges. 

GEXERxVTING  SYSTEM  EXPENSES 

The  allocation  of  generating  system  operating  ex])enses  for  all 
schedules  becomes  the  unit  cost  per  K.  W.  H.  The  allocation  of 
fixed  charges  on  generating  system  cajutal  investment  becomes  the 
unit  cost  K.  W.  H.  at  the  system  load  factor. 

Taking  the  system  for  the  state  as  a Avhole,  the  total  generating 
system  oiAerating  expenses  for  he  eighty  companies  included  in  the 
study  for  the  year  1924,  Avas  $38,<S28,721,  and  the  K.  3Y.  H.  sold  by 
these  companies  5,037,090,000  K.  lY.  11.  The  cost  per  K.  W.  H.  sold 
being  6.9  mills  per  K.  W.  H.,  including  poAver  purchased  for  resale. 

Of  this  number  of  companies,  49  have  generating  plants  of  Avhich 
44  generate  poAver  and  have  prime  mover  capacity  (including  stand 
by  capacity)  of  1,958,806  K.  W.  and  during  1924  generated  5,270,551,- 
000  K.  W.  H.  Generating  system  operating  ex]iense  for  these  44 
companies  Avas  |28,421,283  at  an  average  cost  of  5.3  cents  per 
K.  W.  H. 

The  capital  charges  cannot  be  accui’ately  apportioned  from  the 
data  available  of  these  companies,  therefore  an  assumed  fixed  capital 
per  K.  W.  of  capacity  must  be  arrived  at. 
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Various  costs  per  K.  W.  are  available  and  range  from  $70.00  to 
|140  per  K.  W.  for  plants  recently  constructed.  Therefore  as  an 
approximate  fignire  $120.00  Avill  be  used  considering  that  many  of  the 
plants  were  built  before  or  after  the  period  of  maximum  costs. 

The  total  plant  capacity  of  the  companies  generating  power  being 
1,958,866  K.  W.,  the  fixed  capital  at  $120.00  per  K.  W.  represents  a 
total  investment  $235,063,920.  To  allocate  operating  expenses  and 
fixed  charges  including  fair  return  on  the  fixed  capital,  other  ex- 
pense accounts  must  be  analyzed  and  are  apportionecl  as  follows : 


Generating  system  operating  expense 100% 

.Transmission  System  operating  expense 0 

Distribution  ” ” ” 0 

Utilization  ” ” ” 0 

Commercial  Dept.  Expense  0 

New  Business  Dept.  Expense  0 

General  Administration  Ex])ense 25% 

Other  General  Expense 

Taxes  (based  on  capital)  2% 

ReneAvals  and  Replacements  (based  on  capital)  3% 

Insurance  (based  on  capital)  1% 


Generating  system  operating  expenses  include  all  expenses  directly 
chargeable  to  generating  costs  and  therefore  no  apportionment  is 
necessary.  General  administration  expenses  can  be  apportioned  on 
a fixed  capital  basis  or  on  tlie  relative  importance  of  the  administra- 
tive functions  to  the  activities  of  - the  company.  Thus  a company 
only  generating  power  for  distributing  by  one  or  more  power  utili- 
ties Avonld  apportion  administrative  expense  100%  to  generating  sys- 
tem Avhile  a company  having  an  extensive  transmission,  distribution 
and  sales  organization  Avould  apportion  these  expenses  at  a relatively 
loAver  percentage  to  generating  system  expense. 

Thx’ee  companies  disposing  of  all  power  generated  at  Avholesale  to 
distributing  companies  have  a fixed  capital  of  $593,963,  generate 
27,742,000  K.W.H.  and  have  a general  administrative  expense  of 
$8,715.00.  On  a fixed  capital  basis  the  apportionment  of  this  expense 
Avill  be  1-J4%  and  on  a K.W.H.  generated  basis  0.0316  mills.  This 
indicates  that  the  function  of  the  executive  organization  is  largely 
that  of  business  management  and  by  apportioning  this  expense  on  a 
basis  of  25%  to  genei’ating  system  expense,  it  Avill  cover  any  reason- 
able costs  necessary  for  general  administration  of  the  generating 
system.  Tlie  total  administration  expense  for  1924  Avas  $4,490,002  by 
apportioning  $1,125,000  (25%)  to  generating  system  expense,  equals 
approximately  ^ of  1%  on  the  fixed  capital  or  0.02  mills  per  K.W.H. 
sold. 

Other  general  expenses  pertaining  to  generating  system  include 
principally  the  items  of  taxes  and  reneAvals  and  replacements  (de- 
preciation reserve)  and  insurance  (fire,  injuries  and  damages  re- 
serA^es)  all  these  items  are  directly  dependent  on  the  fixed  capital. 

Taxes  for  the  year  1924  for  the  eighty  companies  covered  by  this 
study  averaged  1.16%  of  the  total  fixed  capital  of  these  companies, 
therefore  an  alloAvance  of  2%  for  taxes  of  the  fixed  capital  for  gen- 
erating system  is  a reasonable  apportionment  for  this  item^  to  the 
generating  system  expenses. 
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Renewals  and  replacements  dnrin<j;  1024  averaged  1.42%  of  the 
total  fixed  capital.  Therefore  an  allowance  of  3%  of  the  fixed  cap- 
ital for  generating  system  is  ample  to  cover  the  items  of  renewals 
and  replacements  (depreciation  reseiwe). 

Insurance  acconnts  vary  considerably  by  different  companies,  al- 
though a allowance  of  1%  of  the  total  fixed  capital  a]>pears  to  be 
an  average  maximum  of  the  companies  covered  by  tliis  report  which 
is  allowed  for  this  item. 

Fair  return  (Intere.st  on  Fixed  Capital)  is  assumed  at  7%  of  the 
fixed  capital. 

To  allocate  the  costs  based  on  Fixed  Capital  to  the  rate  schedule, 
the  load  factor  or  time  the  investment  is  employed  must  be  arrived 
at.  As  pi’eviously  stated,  the  fallacy  of  assuming  any  j)art  of  a sys- 
fem  is  held  in  readiness  to  serve  for  a j)articular  class  of  service  is 
apparent,  the  average  use  of  the  generating  equipment  for  all  service 
is  a true  basis  for  allocating  fixed  charges. 

The  average  load  factor  of  the  generating  system  of  the  state  for 
the  year  1024  was  approximately  -54%  fsee  rate  sjaread  report). 

Estimating  the  fixed  capital  invested  in  the  generating  system  at 
1235,063,920,  the  fixed  charges  at  13%  will  be  |30,558,309.  The  diflfi- 
culty  of  separating  generated  and  purchased  power  so  that  no  dupli- 
cation of  fixed  charges  are  included  in  the  cost  to  serve  is  apparent, 
therefore  the  allocation  of  the  expense  per  K.W.H.  is  based  on  the 
output  of  the  system  exclusive  of  the  power  purchased  from  beyond 
the  state  border,  it  being  assumed  that  the  price  at  which  this  power 
is  purchased  includes  the  fixed  charges. 

The  indiividual  peak  loads  of  40  companies  from  which  data  was 
available  (.see  rate  spread  report)  totalled  1,222,838  K.W.  and  the 
generating  plant  capacity  1,714,791  K.W.,  indicating  a capacity  fac- 
torof  approximately  70%.  The  total  power  sold,  5,637,090,000  K.  W. 
H.  required  a prime  power  generation  of  this  amount  of  energy  plus 
losses,  less  power  resold  for  local  distribution. 

It  is  estimated  that  of  the  total  .sales  2,000,000,000  K.  W.  IT.  are 
delivered  as  primary  power  with  average  los.ses  estimated  at  5%  and 
the  balance  (3,637,090,000  K.  W.  H. ) is  delivered  as  secomffliw  power 
on  which  the  average  losses  are  estimated  to  be  35%.  Therefore  the 
total  prime  power  required  would  be  as  follows : 

Primary  Service  (2,000,000,000  K.W.  with  5%  loss)  2,100,000,000 
Primary  “ (3,637,090,000  K.W.  “ 35%  “ ) 4,910,071,500 


Total  Prime  Power  7,010,071,500 

The  total  power  generated  and  purchased  by  the  80  companies 
is  reported  as  6,459,668,000  K.W.H.  (see  apendix  Table  “A”)  of  which 

5.270.551.000  W.W.H.  was  prime  power  generated  by  plants  Avithin 
the  state  plus  approximately  150,000,000  K.W.H.  delivered  to  local 
companies  by  the  Pennsylvania  Water  and  Power  Com])any,  which 
is  included  in  purchase  power.  Therefon*  the  total  ])rime  ])ower  gen- 
erated witliin  the  state  (exclusive  of  the  ])ower  generated  at  Holt- 
wood  delivered  beyond  the  state  border)  is  a])proximately  5,420,- 

551.000  K.AV.II.  Of  the  jnirchase  power  it  is  estimated  360,00(1,00() 
K.AA6H.  was  obtained  from  beyond  the  state  border,  assuming  this 
to  be  prime  power  the  total  prime  power  generated  and  purchased 
amounted  to  approximately  5,780,000,000  K.W.H. 
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The  difference  between  generated  and  purchased  power  as  reported 
and  the  prime  poAver  generated  and  purchased  is  power  resold  for 
local  distribution. 

At  100%  (8760  K.W.H.)  load  factor  the  fixed  charge  per  K.W.H. 
Avill  be  13%  of  the  fixed  capital  (^120.00)  or  15.60,  which  equals  1.8 
mills  per  K.W.H.  generated.  At  a load  factor  of  54%,  the  fixed 
charge  per  K.W.H.  generated  will  be  3.32  mills  per  K.W.H.  gener- 
ated. 

The  load  factor  of  the  generating  system  does  not  take  into  con- 
sideration the  capacity  of  the  generating  system  in  excess  of  the 
peak  demand.  The  develipment  of  interconnection  reduces  mater- 
ally  the  capacity  required  above  the  peak  demand,  therefore  the  30% 
indicated  as  necessary  during  1924-  may  be  considered  excessive. 

At  a capacity  factor  of  70%  the  fixed' capital  is  30%  in  evcess  of 
that  required  to  generate  the  peak  load,  the  fixed  charges  on  this 
excess  capacity  must  be  absorbed  in  the  cost  per  K.  W.  H.  generated. 
The  fixed^ charges  based  on  a 100%  capacity  factor  being  3.32  mills 
per  K.  ^Y'.  H.  at  70%  the  fixed  charges  will  be  increased  to  4.31  mills 
per  K.  W.  H.  generated. 

The  allocation  of  costs  of  the  generating  system  expenses  to  all 
rate  schedules  with  the  exception  of  off-peak  service  (energy  used 
in  excess  of  the  annual  load  factor)  will  be  as  follows: 


Expenses  of  Generated  Power: 

Companies  Gen.  greater  part  of  poAver  sold  . . $28,282,320 

Companies  Pur.  greater  part  of  poAver  sold  . . 138,963 


Total  expense  of_  Generated  PoAver  $28,421,283 

Prime  PoAver  Horn  HoltAvood  (Est.)  669,217 

Prime  PoAver  from  beyond  border  (est.)  2,100,000 


Total  Operating  Ex.  of  Prime  PoAver 31,190,500 

Administration  Expense  1,125,000 


Total  Expense  Prime  PoAver 32,315,500 

Cost  per  K.  W.  K.  Gen.  Syst.  Oper.  Ex 5.35  Mills 

Cost  per  K.  W.  H.  Administration  Exp .02  Mills 


Total  Cost  per  K.  W.  H 5.37  Mills 

Total  Fixed  Capital  (estimated)  $235,063,920 

Fixed  Charges  (13%  of  Fixed  Capital)  39,558.309 

Total  Prime  PoAver  Generated 5,270,551, OOOk.Av.h. 

Fixed  Charge  per  K.  W.  H.  Generated  (54% 

load  factor ) 3-32  Mills 

Fixed  Charge  per  K.  W.  II.  Generated  for 

EeserA'e  Capacity  0.99  IMills 


Total  Fixed  Charges  per  K.W.H.  Generated  4..31  Mills 

Total  Generating  Svstem  expense — Cost  per 

K.  W.  H.  Prime  PoAver 9.68  Mills 
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Basing  the  allocation  of  generating  system  expense  on  the  aver- 
age of  the  SO  companies  inclnded  in  this  report,  the  scednles  for  all 
classes  of  i>ower  with  tlie  exception  of  off-peak  service  will  liave  a 
power  cost  of  9.68  mills  per  K.  W.  H.  and  the  off-peak  schedules, 
(power  nsed  in  excess  of  the  average  load  factor)  will  have  a power 
cost  of  5.37  mills. 

TRANSMISSION  SYSTEM  EXPENSES 

From  the  data  available  it  is  difflcnlt  to  allocate  these  expenses 
accurately.  The  records  do  not  indicate  what  portion  of  the  total 
K.  W.  H.  generated  are  delivered  over  transmission  lines,  and  little 
information  is  available  as  to  what  percent  of  the  fixed  capital  is 
invested  in  the  transmission  system. 

The  extensive  system  of  interconnection  now  installed  and  the 
general  policy  of  high  voltage  generation  practically  eliminates  the 
delivery  of  power  direct  from  the  generating  system  to  the  distribu- 
tion system.  In  apportioning  transmission  expenses  it  is  therefore 
assumed  that  at  least  the  greater  part  of  all  poAver  generated  is  tran- 
smitted and  the  operating  xpenses  will  be  allocated  to  all  rate  sche- 
dules on  thei  basis  of  trnsmission  sy.stem  expenses  for  K.  TV.  H. 
sold. 

The  allocation  of  fixed  charges  of  the  transmission  system  is  de- 
pendent on  length  of  transmission  and  will  be  apportioned  to  the 
rate  schedules  on  the  basis  of  fixed  charges  per  mile  of  transmission 
system. 

These  distances  for  system  covered  by  the  rate  schedules  of  a 
company,  howeA'er,  are  for  normal  service  not  of  sufficient  length 
to  warrant  basing  costs  on  individual  services  and  with  the  exception 
of  the  lines  for  interchange  poAver  schedules,  service  for  other  utili- 
ties or  AA^holesale  consumers  for  AA’hich  a system  of  zones 'can  be  es- 
tablished, the  average  length  of  transmission  for  the  system,  ex- 
clusive of  that  portion  included  in  a zoning  sysem,  will  approximate 
a conservative  unite  for  allocating  cost  to  each  rate  schedule. 

The  total  transmission  sysem  operaing  expenses  for  the  companies 
covered  by  this  report  for  the  year  1924  Avere  $5,079,171  and  the 
cost  per  K.  TV.  II.  sold  Avas  0.9  mills. 

The  variation  in  transmission  system  operating  expenses  per  K.  TV. 
H.  sold  for  the  companies  submitting  this  data,  ranges  from  a 
minimum  of  0.01  mills  to  a maxinnum  of  7.5  mills.  The  cost  per 
K.TV.H.  sold  of  41  cmopanies  Avas  1 mill  per  K.TV.H. 

The  approximate  total  miles  of  transmission  lines  in  the  state  is 
estimated  a 10,000  miles.  Assuming  an  average  cost  (Avdiich  can 
readily  be  ascertained  by  each  company)  of  10,000  dollars  per  mile 
including  substation,  Avill  require  a capitl  investment  of  flOO, 000,000. 

HaAung  concluded  that  all  poAver  generated  is  transmitted  for  some 
distance,  it  follows  that  the  total  capacity  of  the  transmission  system 
must  at  least  approximate  the  prime  mover  capacity  Avliich  is 'given 
as  1,958,866  K.  TV.  On  this  basis  the  aA’erage  fixed  ca])ital  inA’cstment 
per  K.  TV.  of  transmission  line  ca]>acitv  is  approximatelv  50  dollars 
or  5 mills  pre  K.  TV.  mile. 

FolloAving  the  same  princii>le  in  allocating  transmission  system  ex- 
penses to  the  rate  schedules  as  applied  to  the  generating  system 
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allowing  for  administration  10%  of  the  general  administration  ex- 
penses, the  cost  to  cover  transmission  system  operating  expenses  will 
be  as  follows: 

Trans.  Syst.  oper.  Exp.  per  K.W.H.  sold  . . .091  Mills 

Gen.  Administration  Exp.  per  K.W.H.  sold 008  Mills 

Total  Trans.  Syst.  oper.  Exp.  per  K.W.H.  Sold  .099  Mills 
1 

Allocating  fixed  charges  (13%  of  Fixed  Capital)  on  the  basis  of 
load  factor  (average  use  of  the  system)  the  cost  will  be  as  follows: 

At  100%  load  factor  (8760  K.W.H.)  the  fixed  charges  per  K.W. 
of  transmission  system  capacity  Avill  be  $6.50  (13%  of  $50.00  or  .0745 
mills  per  K.  W.  H. 

At  a load  factor  of  54%  the  fixed  charges  per  K.W.H.  sold  Avill  be 
.138  mills. 

The  allocation  of  transmission  system  exj^enses  as  previously 
stated  applies  to  all  rate  schednles.  The  extensive  system  of  inter- 
connection and  the  relatively  few  power  plants  in  centers  of  distribu- 
tion alloAvs  as  a reasonable  assumption  that  all  poAver  is  transmit- 
ted some  distance,  and  with  the  exception  of  instances  Avhere  a zon- 
ing system  will  apply  an  average  for  all  consumers  Avill  be  as  ac- 
CAirate  as  an  attempt  to  apply  a distance  factor  in  allocating  these 
expenses. 

The  total  cost  for  tranmission  exppenses  to  be  allocted  to  all  rate 
schedules  is  therefore  as  follows : 

Total  Trans.  Syst.  Oper.  Exp.  per  K.W.H.  sold  .099  Mills 
Total  Trans.  Sys.  Fixed  Charge  Exp.  K.W.H. 


sold  138  Mills 

Total  Transmission  System  Cost 237  Mills 

Cost  for  Off  Peak  Service 099  Mills 


DISTRIBUTING  EXPENSES 

The  operating  expenses  of  the  distribution  system  are  largely  de- 
pendent on  th  K.W.H.  sold  and  are  more  or  less  proportionate  to 
the  importance  of  the  service. 

Capital  investment  and  therefore  fixed  charges  are  governed  by 
the  possigle  density  of  consumers  and  their  demand.  Perhaps  80% 
of  the  fixed  capital  represented  by  the  distributing  system  is  in- 
vested to  serve  the  small  or  domestic  user  and  usually  is  installed 
Avith  sufficient  capacity  to  serve  the  estimated  ultimate  requirements 
of  a district. 

Operating  expenses  therefore  are  allocated  on  the  bases  of  cost  per 
K.W.H.  and  fixed  charges  on  the  cost  per  consumer  based  on  a mea- 
sured or  assessed  demand. 

As  80%  of  the  consumers  represent  resident  or  domestic  service 
requiring  not  to  exceed  an  average  demand  of  1 K.  W.  the  allocation 
of  fixed  charges  practically  amounts  to  an  allocation  on  a demand 
basis,  and  tiie  assessed  demand  of  domestic  seiwice  Avill  vary  accord- 
ing to  the  district  served,  in  large  densely  populated  cities  the 
assessed  demand  for  domstic  consumers  will  average  considerably 
less  than  in  less  populated  areas. 
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The  demand  of  commercial  and  secondary  power  service  is  readily 
ascertained  and  thei’ofore  no  assumptions  are  necessary.  The  alloca- 
tion of  costs  being-  based  on  load  factor,  the  total  of  the  measured 
demands  plus  the  assessed  demands  must  approximate  the  peak 
load  on  the  distributing  system  plus  a reasonable  excess  capacity. 

The  total  distributing  system  operating  expenses  of  the  companies 
covered  bj’  the  report  were  $tl,S5(),878  for  the  year  1924. 

The  average  cost  per  K.  W.  H.  including  primary  power  was  1.24 
Mills,  the  cost  iter  consumer  was  $5.40,  maximum  and  minimum  cost 
being  as  follows: 

Cost  per  K.  'AY.  H.  Sold  5.0  Mills  1.05  Mills 

Cost  per  Consumer  $8.80  $2.28’ 

Schedules  covering  primary  ser\dce  not  making  use  of  the  distribut 
ing  system,  will  have  no  cost  allocation  covering  distril)uting  system 
exitenses.  Correcting  the  above  figures  to  include  only  secondary 
semdce,  an  estimate  of  the  K.  AY.  H.  sold  as  primary  service  must 
be  made  as  no  accurate  figures  from  which  to  obtain  this  data  are 
available. 

Fi’om  the  rate  spread  report  (see  file  May  12,  1920)  the  figures  in- 
dicate that  of  the  total  K.  H.  sold  (5,0137,090,000)  approximately 
2,000,000,000  K.  AA\  H.  was  sold  as  primary  service. 

Allocating  cost  of  distributing  system  ojjeration  expenses  on  the 
basis  of  K.  AA".  H.  sold  to  secondary  consumers  only,  (3,637.090,000 
K.  AAh  H.)  the  av'erage  cost  alloca  ted  to  all  rate  schedules  for  second- 
ary service  will  be  1.89  mills  per  K.  AAh  H. 

In  allocating  fixed  charges  on  the  basis  of  a measured  demand  for 
commercial  and  secondary  power  consumers  and  an  assessed  demand 
for  domestic  consumers,  no  attempt  has  been  made  to  eliminate  the 
number  of  primary  consumers,  as  the  error  is  too  small  to  warrant 
checking  this  item.  It  being  self  evident  that  in  the  application  of 
this  principle  of  cost  allocation  by  individual  companies  all  the 
facts  are  available,  eliminating  errors  which  are  unavoidable  in  a 
statewide  study  of  this  kind. 

To  arrive  at  the  fixed  charges  the  difficulty  of  obtaining  the  fixed 
capital  invested  in  the  distributing  system  is  again  apparent. 

The  complications  of  arriving  at  an  estimate,  considering  the 
great  difference  in  local  costs  particularly  where  extensive  under- 
gTound  construction  is  employed,  is  apparent.  It  is,  however,  a 
fact  that  where  these  construction  costs  are  high  the  density  of 
consumers  is  also  high  so  that  the  actual  return  per  dollar  invested 
is  relatively  consistent,  and  is  so  recognized  in  existing  rate  sched- 
ules which  do  not  take  into  consideration  service  from  overhead  or 
underground  systems. 

From  various  data  available  on  this  subject  the  costs  per  consumer 
vary  from  $50.00  to  $400.00,  taking  as  an  average  figure  $150.00  and 
the  number  of  consumers  at  1,274,597  will  require  a total  capital  in- 
vestment of  $191,189,550,  or  $97.50  per  K.  AA".  of  generating  capacitv. 
(1,958,886  K.  W.) 

In  assuming  that  the  capacity  of  the  distributing  system  has  the 
same  capacity  as  the  generating  system,  notwithstanding  that  a 
large  part  of  the  power  is  sold  as  primary  power,  consideration  is 
given  to  the  fact  that  a larger  part  of  the  power  sold  as  primary 
service  is  resold  by  distributing  companies  over  their  local  distribut- 
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iug  systems.  On  a state-wide  analysis  it  is  quite  impossible  to  con- 
sider in  detail  this  condition  and  it  is  possible  that  the  distributing 
system  as  a total  may  approximate  the  generating  capacity. 

The  fixed  charges  at  13%  of  the  fixed  capital  invested  in  distribut- 
ing system  will  be  |24,854,64).  Allocated  on  a consumer  basis 
amounts  to  .fl9.50  per  consumer.  On  a demand  basis,  assuming  the 
total  equals  the  capacity  of  the  system  amounts  to  |12.70  per  K.  W. 
at  an  assessed  demand  of  1 K.  W.  to  each  domestic  consumer  accounts 
for  1,053,130  K.  W.  (see  rate  spread  report),  the  balance  being  ac- 
counted for  by  commercial  and  power  service  at  a average  demand 
of  4>4  K.  W.  per  consumer. 

The  apportionment  of  fixed  charges  on  a customer  basis  should  be 
revised  periodically  as  the  number  of  consumers  increase.  In  a rapid- 
ly developing  property  such  revision  may  be  warranted  annually, 
while  a property  having  a high  density  factor  the  addition  of  new 
consumei's  may  be  offset  bj^  additional  fixed  capital  invested  in  the 
distribution  system. 

In  allocating  fixed  chai’ges  to  the  rate  schedules,  a cost  of  |12.70 
must  be  made  to  all  domestic  or  residence  rate  schedules  in  the 
form  of  a minimum  charge,  service  charge,  assessed  demand,  or  in 
a high  rate  for  the  first  block  of  energy  consumed  subject  to  such 
adjustment  as  the  measured  demand  of  commercial  and  power  ser- 
vice may  effect  this  sum. 

General  administration  expenses  are  effected  by  the  distribution 
system  similarly  to  that  of  the  transmission  system.  The  relative  im- 
portance of  administrative  functions  may  be  considered  nominal 
as  applying  to  the  distribution  system,  therefore  apportioning  this 
expense  at  10%  of  the  total  administration  expenses  is  allowed  for 
this  item,  which  amounts  to  .j?449,000  or  .008  mills  per  K.  W.  H. 
sold  (5,637,090,000  K.  W.  H.) 

In  allocating  this  cost  on  the  basis  of  total  K.  W.  H.  sold,  it  is 
apparent  that  the  error  due  to  including  primary  power  will  in- 
crease the  cost  above  the  .008  mills,  as  previously  stated  a large  por- 
tion of  the  primary  power  is  distributed  by  local  companies  so  that 
the  actual  cost  would  vary  slightly  from  the  above  figures. 

The  allocation  of  distributing  system  expenses  to  the  rate  schedu- 
les as  arrived  at  from  the  above  analysis  will  be  as  follows: 

Distributing  Syst.  Oi^er.  Exp.  per  K.  W.  H.  Sold  1.89  Mills 

Administration  Oper.  Exp.  per  K.  W.  Sold  .008 


Total  distributing  syst.  Oper  Exp.  per  K.  W.  H.  1.898 

Fixed  Charges  per  Consumer  or  per  K.  W.  demand  |12.70 

UTILIZATION  STSTE3I  OPERATING  EXPENSES 

Aside  from  Customers  Premises  Inspection  and  Service  of  Trouble 
Department,  this  expense  is  of  a specific  nature  such  as  Street 
Lighting  Service,  Sign  or  Display  Lighting  or  expenses  incurred  for 
a special  class  of  consumers  for  which  a direct  charge  can  be  made 
consistent  with  the  cost  of  such  special  service. 

In  allocating  this  expense  credit  must  be  allowed  for  payments 
received  for  specific  charges  covered  by  the  rate  schedules,  which  in- 
clude such  service  as  supplied  under  street  lighting  schedules.  Dis- 
play Lighting  Schedules  and  particularly  all  fiat  rate  service. 
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The  remaining  cost  being  a relatively  small  sum,  is  directly  ap- 
portioned on  the  basis  of  number  of  consumers.  The  total  costs  foi' 
utilization  operating  expense  for  the  80  companies  covered  by  tliis 
report  for  1924  was  .|3, 270, 9.12.  No  data  is  available  by  which  a pro- 
per proportion  can  be  credited  to  schedules  specigcally  including 
special  service  as  referred  to  above,  but  can  readily  be  assertained 
by  each  company  and  a correct  deduction  made.  For  the  purpose 
of  this  report  it  is  estimated  that  at  least  50%  of  the  total  utiliza- 
tion expenses  can  be  allocated  directly  to  such  schedules  calling 
for  special  service,  leaving  a balance  of  81, 038,477  to  be  allocated 
on  the  basis  of  number  of  consumers. 

The  K.  W.  H.  cost  of  utilization  system  operation  expenses  (|3,- 
276,954)  for  the  year  1924  averaged  .058  mills  per  K.  W.  H.  sold, 
ranging  from  a minimum  of  .0003  mills  to  a maximum  of  0.3  mills. 
Eliminating  extreme  figures  the  variation  ranges  from  a minimum 
of  .012  mills  to  a maximum  of  .078  mills. 

This  expense  being  directly  proportionate  to  the  number  of  con- 
sumers, the  allocation  is  made  on  a per  consumer  basis.  Deducting 
the  charges  made  direct  to  schedules  calling  for  special  service  as 
noted  above,  leaves  a total  expense  of  81,038,477,  or  a cost  per  con- 
sumer of  $1.28  per  annum.  Being  an  annual  charge  this  cost  must 
be  allocated  to  the  rate  schedule  as  a service  charge  in  the  manner 
heretofore  referred  to  over  and  above  the  K.  W.  H.  cost. 

COMMERCIAL  DEPARTMENT  OPERATING  EXPENSES 

These  expenses  are  directly  proportioned  to  the  number  of  con- 
sumers>  all  schedules  therefore  are  equally  affected  by  these  costs 
in  dii'ect  vatio  to  the  number  of  consumers. 

The  total  operating  expenses  of  the  commercial  department  of 
the  80  companies  for  the  year  1924  were-  83,501,609.  The  cost  per 
K.  W.  H.  sold  averaged  .062  mills  per  K.  W.  H.  varying  from  a mini- 
mum of  .0028  mills  to  a maximum  of  7.5  mills  per  K.  W.  H.  fcu"  in- 
dividual companies.  Eliminating  extreme  figures  the  range  was 
from  .0156  mills  minimum  to  1 mill  axinium. 

The  expense  per  customer  averaged  with  a minimum  of  11 

cents  and  a maximum  of  Eliminating  extreme  figures  the 

range  is  from  a minimum  of  81.14  to  a maximum  of  83-'i'4  for  in- 
dividual companies. 

This  expense  being  directly  proportional  to  the  number  of  con- 
sumers the  cost  is  allocated  to  each  rate  schedule  on  a per  customer 
basis  of  82.74  per  consumer. 

This  cost  being  an  annual  charge  it  is  allocated  to  the  rate 
schedules  as  a service  charge  as  referred  to  heretofore. 

NEW  BUSINESS  DEPARTMENT  OPERATING  EXPENSES 

This  expense  is  the  basis  for  intangible  or  going  value.  The  costs 
are  governed  by  the  judgement  of  tlie  management  and  justified  by 
future  earning's.  Existing  consumers  are  not  responsible  for  tlie 
expenditures  and  are  affected  only  indirectly  as  the  company  may 
prosper  by  the  addition  of  new  consumers  or  by  an  increase  in  the 
load  factor.  To  this  extent  they  are  vitally  interested  as  either  re- 
sult will  reffect  in  a lowering  of  the  rate.  Tlierefore  these  costs 
are  a proper  charge  to  the  cost  to  serve.  A method  of  governing 
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the  expense  of  the  New  Business  Department  is  the  gross  income, 
every  business  can  expend  a reasonable  percentage  of  the  gross  in- 
come to  promote  or  develoj)  future  growth. 

The  total  expenditure  for  New  Business  Operating  expenses  for 
file  year  1924  was  |1, 587,967  or  1.2%  of  the  estimated  gross  income 
(1127,000,000)  for  the  80  companies  covered  by  this  report.  For 
the  larger  companies  the  minimum  being  0.6%  and  the  maximum 
2.1%. 

On  a K.  W.  H.  basis  the  average  cost  was  0.0282  mills  per  K.  W. 
II.  The  minimum  cost  was  0.0096  mills  and  the  maximum  0.18  mills 
per  K.  W.  H.  Eliminating  extreme  figures  the  range  varied  from  a 
minimum  of  0.02  mills  to  a maximum  of  0.062  mills  per  K.  W.  H. 
The  K.  W.  H.  sold  controlling  the  gross  income  this  expense  is  all- 
ocated on  the  basis  of  per  K.  W.  H.  sold  and  amounts  to  a cost 
of  0.0282  per  K.  W.  H. 

GENERAL  AD  II  IN  1ST  RAT  ION  EXPENSES 

The  total  cost  of  administration  operating  expenses  for  the  com- 
panies covered  by  the  report  for  the  year  1924  were  |4,490,002,  or 
slightly  less  than  1%  of  the  total  fixed  capital  of  tlie  companies. 

The  average  expense  per  K.  W.  H.  sold  was  0.8  mills,  the  maximum 
expense  for  any  one  company  was  1.54  cents  and  the  minimum 
0.258  mills  per  K.  W.  H.  Eliminating  extreme  figures  the  maximum 
Avas  6.6  mills  and  the  minimnm  0.332  mills  per  K.  W.  H. 

Of  the  total  administration  operating  expenses  25%  is  account- 
ed for  in  the  allocation  of  generating  costs,  10%  in  transmission 
costs  and  10%  in  distributing  costs,  leaving  a balance  of  55%  or 
$2,240,000  unaccounted  tor.  '' 

The  executive  functions  to  administer  a property  in  addition  to 
tlie  major  items  accounted  for,  are  of  a general  nature  and  connot 
be  readily  classified,  the  expenses  applying  quite  consistently  to 
all  rate  schedules,  proportionately  to  their  gross  earnings  the  balance 
of  these  expenses  ($2,240,000)  are  allocated  to  each  rate  schedule 
on  a K.  W.  H.  sold  basis  amounting  to  0.04  mills  per  K.  W.  H. 


OTHER  GENERAL  EXPENSES 

The  major  items  constituting  this  expense,  namely,  taxes,  insur- 
ance and  i-eneAvals  and  reijlacements  are  accoiuited  for  in  the  alloca- 
tion of  fixed  charges  as  follows: 

Generating  System  Expenses  6%  of  Fixed  Capital 

Transmission  System  Exj>enses  ' 6%  of  Fixed  Capital 

Distribution  System  Expenses  6%  of  Fixed  Capital 


Tlie  fixed  capital  estimated  for  these  items  is  as  folloAVs: 
Generating  System  ' $235,063,920 

Transmission  System  400,000,000 

Distribution  System  194,484,550 


Total  $526,248,470  ' 

Tlie  total  expenditures  covered  by  the  classification  of  accounts 
as  other  general  expenses  for  the  year  1924,  was  $18,487,204.  The 
total  amount  accounted  for  in  allocating  fixed  charges  to  the  classi- 
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fication  as  above  amounted  to  .f31,500,000  or  |13,012,79G  in  excess 
of  the  amount  actually  expended.  Indicating  that  the  allowance  of 
0%  of  the  fixed  cajntal  to  cover  items  classified  under  Other  General 
Expanses  is  more  than  ample  to  cover  in  addition  to  taxes,  depre- 
ciation (renewals  and  replacements)  and  insurance  reserve  accounts, 
such  miscellaneous  expenses  as  store  expenses,  garage  and  stable  ex- 
penses, etc. 

ANALYSIS  OF  FIXED  CAPITAL 

Apportioning  fixed  capital  on  the  basis  of  -|120.00  per  K.  W.  of 
generating  capacity,  .fl0,000  per  mile  of  transmission  system  inchid- 
ing  sub-station  and  -f  150.00  per  consumer  for  the  distribnfi,ug  syste 
amounts  to  a total  of  |526,9S4,320,  summarized  as  follows; 

Generating  System — Rated  Capacity  1,  958,860  K.  W.  235,271,770 
Transmission  System — 10,000  Miles  100,000,000 

Distributing  System — 1,274,597  Consumers  191,184,550 


Available  for  Capital  Requirements  not  accounted  for  f23,806,450 

In  apportioning  the  fixed  capital  as  above  stated,  miscellaneoiis 
capital  requirements  such  as  office  buildings,  store  facilities,  trans- 
portation equipment,  working  capital,  etc.,  for  Avhich  fixed  capital 
charges  must  be  provided,  no  attempt  is  made  to  analyze  these  ex- 
penses in  detail,  the  fixed  charges  resulting  from  this  capital  ex- 
penditure is  for  general  iitility  purposes  and  applies  to  all  rate 
schedules  in  practically  direct  proportions  to  the  K.  W.  H.  sold. 

The  allocation  of  this  expense  is  therefore  made  on  the  basis 
of  a fixed  capital  of  |25,000,000  with  fixed  charges  at  13%  to  cover 
the  fixed  charges  on  miscellaneous  capital  expenditures,  amounting 
to  .13,250,000. 

The  cost  per  K.  W.  H.  sold  (5,037,090,000)  being  .0577  mills  is 
allocated  to  all  rate  schedules. 

In  apportioning  this  expense  to  the  rate  schedules  no  account 
is  taken  of  earnings  from  other  sources  approximating  810,000,000. 
The  expenses  incident  to  these  earnings  are  absorbed  as  general 
expenses  in  the  classification  of  accounts.  These  earnings  should 
share  there  proper  portion  of  such  accounts  as.  administrative  and 
new  business  expenses  in  addition  to  general  expenses. 

LOSSES 

The  allocation  of  costs  considered  in  the  foregoing  study,  covers 
all  costs  as  classified  in  the  annual  reports  of  the  companies  in 
accordance  with  the  uniform  classification  of  accounts  for  electric 
companies  and  covers  all  costs  with  the  exception  of  transmission 
and  distribution  losses. 

In  allocating  the  cost  of  this  item  the  losses  must  be  apportioned 
to  the  various  rate  schedules.  The  losses  consist  of  transmission 
loss  including  sub-stations,  distribution  losses,  including  meter 
losses  and  unaccounted  for  loss. 


Total 


Total  Capital  Costs  per  Reports 


551,271,770 


lOp 
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Transmission  losses  apply  to  all  schedules,  the  other  losses  apply 
to  all  schedules  with  the  exception  of  primary  power  schedules. 
Transmission  losses  are  variously  estimated  (see  rate  spread  report) 
at  from  4 to  1S%  with  an  average  of  and  as  transmission  losses 
can  be  quite  accurately  ascertained  the  difference  between  total 
generated  and  purchased  prime  power  less  transmission  losses  must 
be  the  loss  to  be  accounted  for  by  secondary  service.  The  average 
total  losses  stated  in  the  reports  vary  from  T%  to  41%  omitting 
extreme  figures  the  minimum  loss  is  8%  and  the  maximum  loss  26%. 

A further  analysis  indicates  that  eliminating  the  companies 
supplying  large  proportions  of  their  output  to  primary  power  con- 
sumers, the  average  losses  will  vary  from  17%  to  41%. 

This  date  indicates  that  an  allowance  of  9%  for  transmission 
losses  on  all  schedules,  plus  25%  for  distribution  losses,  on  all 
secondary  service  schedules,  will  be  a reasonable  average  to  allow 
for  this  item  of  expense.  The  cost  of  the  losses  being  based  on  the 
cost  of  prime  power  generation  will  add  0%  of  the  generating  sys- 
tem operating  expenses  to  the  transmission  system  expenses  in  the 
allocation  of  costs  on  all  schedules  for  primary  power  plus  25% 
on  all  other  schedules. 

The  generating  system  operating  expenses  being  5.37  mills  per 
K.  AV.  H.,  the  additional  costs  per  K.  W.  H.  for  transmission  system 
losses  at  9%  will  be  .0457  mills  to  be  allocated  to  all  primary  power 
schedules.  The  additional  cost  pe  K.  W.  H.  to  apply  to  all  schedules 
other  than  primary  power  service  to  cover  distribution  losses  at  25% 
of  the  generating  system  operating  expenses  at  5.37  mills,  will  be 
1.325  mills. 

In  accoiinting  for  losses  the  estimated  percentage  as  given  above 
was  necessary  as  the  data  on  losses  for  all  companies  is  not  avail- 
able. It  is  hoAvever  apparent  that  the  allocation  of  losses  is  a 
simple  matter  for  each  individual  company. 

The  K.W.H.  of  Prime  Power  Generated  can  be  accurately  as- 
certained and  tlie  total  K.AA^.H.  sold  is  available.  Deducting  total 
sales  from  K.AA^.H.  output  at  the  station  buss  represents  losses  or 
j)Ower  to  be  accounted  for.  Of  tliis  quantity  the  transmission  losses, 
if  not  available  can  be  calculated  with  reasonable  accuracj’',  de- 
ducting these  losses  from  the  total  output  less  such  power  which 
can  be  definitely  accounted  for  represents  losses  in  distribution. 

For  example  these  figures  for  2 companies  generating  the  greater 
portion  of  the  power  sold  is  as  folloAvs: 


Generated.... 1,364,653,000  1,073,738,000  K.AV.H. 

Purchased  none  20,202,000  K.W.H. 


Total  

K.W.H.  sold  

1.364.653.000 

1.209.043.000 

1,093,940,000  K.AV.H 
958,376,000  K.W.H. 

K.W.H.  Unaccounted  for  . . 

155,610,000 

135,564,000  K.W.Bl. 

Transmission  losses 

(Est.  at  5%)  

68,232,650 

54,697,000  K.W.H. 

Distribution  losses 

- 

(Difference)  

97,377,350 

'80,867,000  K.W.H. 

% loss  in  distribution,  etc. 

8.5% 

• 7.5% 
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In  allocating  costs  to  account  for  losses  to  the  rate  schedules, 
the  actual  losses  are  known  and  can  be  accounted  for  without  as- 
suming an  estimated  loss  for  the  various  classes  of  service,  which 
is  certain  to  account  for  losses  far  in  excess  of  those  actually  oc- 
curring as  indicated  by  the  estimated  averages  of  9%  for  Trans- 
mission and  24%  for  Distribution  as  compared  with  the  actual 
loss  of  5%  for  Transmission  and  8.5%  for  Distribution  in  the  above 
example. 

SUMMARY  OF  COST  TO  SERVE 

In  allocating  the  costs  as  covered  in  this  analysis  of  the  cost  to 
serve  to  all  the  rate  schedules,  it  will  be  noted  that  the  rate  sched- 
ules automatically  are  classified  into  four  classes. 

A.  Primary  Service  ^ 

B.  Distributed  Service  (Secondary  Sendee) 

C.  Special  Service  (Flat  Rate,  etc.) 

D.  Off  Peak  Service  (Power  used  in  excess  of  the  average 
demand) 

A — Primary  Service  covers  all  classes  of  service  delivered  from 
transmission  lines  which  do  not  use  the  distributing  syteni  of 
a company. 

B — Distributed  Service  covers  all  classes  of  service  not  coming  under 
Class  A. 

O — Special  Service  covers  such  schedules  which  include  specific 
service  not  common  to  all  consumers. 

D — Off  Peak  Service  automatically  ajiiilies  to  all  classes  for  the 
power  used  in  excess  of  the  average  load  factor. 

Regroujiing  the  schedules  now  in  use  for  supplying  electric  ser- 
vice as  classified  at  present,  places  them  in  the  four  classes  as 
follows : 

Class  A — Interchange  'power 

Special  Power  Contracts 
Wholesale  Power  (Primary) 

Class  B — Residence  or  Domestic  Light 
Domestic  Power 
Commercial  Light  and  Power 
General  Power 

Wholesale  Power  (Secondary) 

Class  C — Flat  Rates 

Miscellaneous  Schedules 
Class  D — Off  Peak  Power 

The  following  tabulation  of  the  allocation  of  costs  to  the  various 
classes  of  rates  approximate  the  cost  to  serve  based  on  averages 
derived  from  the  reports  of  80  companies  for  the  year  1924,  repre- 
senting 99%  of  the  fixed  capital  and  97%  of  the  K.  W.  H.  generated 
by  the  electric  power  utilities  of  the.  State  of  Pennsylvania,  based 
on  an  average  load  factor  of  54%  for  the  State. 


ALLOCATION  OF  COSTS  TO  SERVE  TO  RATE  SCHEDULES. 
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APPLICATION'  OF  COST  ALLOCATION  TO  STATE  WIDE  SYSTEM 


Total  Fixed  Capital  1551,271,770 

System  Expenses 

Generating  System  Operating  Exp.  ^ 38,828,721 

Transmission  System  Operating  Exp 5,079,171 

Distributing  System  Operating  Exp 0,850,878 

Administration  Expenses  4,490,002 

Other  General  Expenses  18,487,204 

Utilization  Expenses  3,270,952 

New  Business  Department  Expenses  ......  1,587,967 

Commercial  Department  Expen.ses  3,501,004 


Grand  Total f 82,107,499 

7%  Ketnrn  on  Fixed  Cai)ital  3S,584:,023 


Total  8120,091,522 

Iv.W.H.  Sold 

Primary  Power  (estimated)  2,000,000,000  K.W.II. 

Secondary  Power  (estimated)  3,037,090,000  K.W.H. 


Total  (per  P.  S.  C.  Eeports)  5,037,090,000  K.W.H. 


Total  Xumber  of  Consumers  at  1 K.  W 1,274,597  K.W. 

Demand  above  1 K.  W.  per  Consumer 684,289  K.W. 


Total  Assessed  Demand  1,958.880  K.W. 

Capacity  of  Generating  System  1,958,880  K.W. 


Operating  Eevenue  from  Costs  Allocated  to  Eate  Schedules 
Class  A Eates  —2,000,000,000  K.W.H.  @ 10.09 


mills  per  K.W.H 

8 20,180,000 

Service  Charge  (Est. ) 

10,000 

Class  B & C Eates — 3,637,090,000  @ 13.318  mills  per 

K.W.H 

48.438,764 

1,274,597  K.  W.  Demand  @ 

816.72  per  K.W.H 

21.311,261 

684,289  Excess  Demand  (a 

816.72  per  K.W.H 

11,442,312 

Cla.ss  D Kates  — Special  Service  ( Estmiated  ) . . . 

1,638,477 

Allocated  Gross  Income  

8103.020,814 

Selling  Price  27%  above  Cost 

27,815,619 

Operating  Eevenue 

1130.836.433 

Present  Operating  Revenue  . . . 

8130,000.000 

COXCLUSIOXS 

Tlie  cost  of  serving  a consumer  must  include  a fair  return  on 
llie  capital  invested,  fixed  charges  and  all  expenses.  The  selling 
price  must  be  sufficienty  above  this  cost  to  attract  new  capital,  en- 
courage efficient  management  and  establish  a going  value  for  the 
property. 
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The  allocation  of  costs  as  analyzed  assures  a fair  return  and  fixed 
charges  based  on  the  annual  load  factor  and  the  K.W.E.  demand 
of  the  consumer.  It  assures  all  expenses  dependent  on  the  K.W.H. 
sold  and  all  expenses  dependent  on  the  K.W.  demand  of  the  con- 
sumers. It  encourages  long  hours  use  and  stimulates  density  of 
consumers.  It  automatically  adjusts  rates  as  the  profits  of  the 
utilities  are  affected.  The  puplic  and  the  utility  share  equally  in 
the  economies  and  efficiencies  of  the  industry.  It  allows  intelligent 
application  of  the  regulatorj^  functions  of  the  Public  Sendee  Com- 
mission laws. 

Applying  this  principle  of  cost  allocation  to  existing  rates,  the 
following  examples  (the  accuracy  of  which  being  limited  to  the  data 
available)  indicate  the  comparative  net  charge  per  K.W.H.  to  tlie 
consumer  for  each  class  of  service  of  the  following  companies: 

Barnesboro  Sprangler  Electric  Light  Company. 

Penn  Central  Light  and  Power  Company. 

Scranton  Electric  Company. 

Philadelphia  Electric  Comany. 

Philadelphia  Suburban  Gas  & Electric  Company. 


In  these  examples  the  assessed  demand  for  domestic  service  is  ^2 
K.W.  per  consumers  which  leaves  an  average  demand  of  approxi- 
mately 2 K.W.  per  consumer  for  commercial  and  secondary  power 
service. 

Alloeatins  Costs  to  Barnesboro  Sprangler  Elee.  Lt.  Co. 

Indicating  percent  increase  or  decrease  to  main- 
tain present  Operating  Revenues 
Domestic  Service  Assessed  i K.W.  per  Consumer 


K . W . H . Generated  and  Purchased  

K.  W.  H.  Sold  

Loss  

K.  W.  Rated  Capacity  of  Generating'  Plant 
K. . W . Peak  

Fixed  Capital  per  Annual  Report  

Apportioned  to  Generating  

Apportioned  to  Transmission  

Apportioned  to  Distribution  

Miscellaneous  


6.067.000 

5.389.000 


1,278,000  K.  W.  H.  = 18% 

2,000  Capacity  factor 66% 

1,700  Load  factor  45% 

8 401,916  at  13%  = $52,200 
, 200,000  ” ” = 33,800 


141,916  ” ” :=  18,500 


Generating  Expense  Operation  $ 67,277  = 10,00  mils 

25%  Administration  425  = .0635  ” 

Fixed  Charge  52,200  = 7.8  ” 


Total 


•$  119,902  = 17.8635 


Transmission  Expense  Operation  None 

10%  Administration  None 

Fixed  Charges  None 

Loss  Do  not  transmit  power  None 


Total  

Distribution  Expense  Operation  $ 

10%  Administration  

Fixed  Charges  • 

Loss  1,278,000  


None 

11,427  = 2.12  Mills 

,170  .0315 

33,800  $15.75  per  E.  W 

23,400  4.34 


Total 


.$  68,797 


0.5015 
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I’tilization  Expenses  $ 

Commercial  Expenses  

New  Business  Exix*nses  

Administration  Expenses  

Other  Expenses  

Total  Gen.  and  Trans 

Total  Gen.  Trans,  and  Eist 


815  .38  per  Con. 

5,220  2.45  ” ” 

None 

1,700  .315  Mills 

None 

l.SlSd  per  KWH. — $ 2.8.S  per  Consumer 
2.468^  per  KWH. — 18.58  per  K.W. 


1000 

! 

1 

+ 35% 

Earnings 

Con- 

KWH. 

Amt.  Cost 

Selling 

sumers 

Sold 

Paid 

Price 

Flat  Rates  1 87.  $2,992  $2,992  $2,992  3.4 

Rrimar.v  Service  None  

Sec.  Power  & Com 53G  4,848.  109,579  137,000  180.150  2.7 

Domestic  Seiwice  1,500  454.  41,895  26,150  24,843  5.4 


Total  2.127  5,389.  $154,466  $166,242  $357,985 


Applying  Cost  Allocation  to  the  Penn  Central 
Light  and  I'ower  Company 
Domestic  Service  assessed  at  i K.W.  Per 
Consumer 


K.  W.  H.  Generated  & Purchased  '. . . 165,363.000 

K.  W.  H.  Sold  121,207,000 


Loss  44,096,000  K.  W.  H.  = 20% 


K.  W.  Rated  Capacity  of  Generating  Plant  47,500  Capacity  factor  87% 

K.  W.  Peak  Load  42,700  Load  factor  44% 


Fixed  Capital  per  Report  

Apportioned  to  Generation  

Apportioned  to  Transmission  

Distribution  

Miscellaneous  

Generating  Expenses  Operation  

25%  Administration  

Fixed  Charges  

Total  

Transmission  Expenses  Operation  . . . . 

10%  Administration  

Fixed  Charges  

Loss  5%  = 6,063,350  @ 9.123  Mills 

Total  

Distribution  E.xpenses  Operation  

10%  Administration  

Fixed  Charges  

Looss  38,032,650  KWH.  @ 9.23  Mills 

Total  

Utilization  Expense  

Commercial  Expense  

New  Business  Expense  

Administration  Expense  

Other  Expenses  


$9,224,037  @ 13%  = $1,200,000  Fixed  Charges 


5,000,000  @ 13%  = 650,000  Fl.xed  Charges 

700,000  @ 13%  = 91,000  Fixed  Charges 


3,800.000 

(a) 

13%  = 430,000  Fixed  Charges 

224,037 

® 

13%  = 29,000  Fixed  Charges 

$816,208 

— 

4.95  Mills 

53,000 

r= 

0.33  Mills 

650,000 

= 

3.95  Jlills 

$1,519,208 

= 

9.23  Mills 

$120,000 

— 

0.99  Mills 

21,203 

= 

0.075  Mills 

91,000 

= 

0.75  Mills 

55,964 

— — 

0 . 45  Mills 

$288,167 

= 

2.265  Mills 

$114,919 

— 

1.43  Mills 

21,203 

= 

.26  Mills 

430.000 

350.000 

= 

$10.00  per  K.  W. 

4.35  Mills 

$915,122 

= 

6.04  Mills  $10.00  per  K.  W. 

$12,119 
96,570 
52 , 000 

.34,  per  Consumer 
$2.70  per  Consumer 

4.3  Mills 

116.000 

r= 

9 . 6 Mills 

29,000 

= 

2.4  Mills 

Total  Gen.  & Trans 1.312  Cents  per  K.  W.  H. — $ 3.04  per  Consumer 

Total  Gen.  Dist.  & Trans 1.916  Cents  per  K.  W.  H. — 13.04  per  K.  W. 


Earnings 

Con- 

sumers 

1000 

KWH. 

Sold 

Amt.  : Cost 

Paid  1 

-1-  40% 
Selling 
Price 

Cents  nor 
KWH. 

Flat  Rate  Service  

53 

1 . 300 

$67,300  $07,309 

$67 , 300 

3.75 

Primary  Power  Service  

5 

39 . 200 

478,033  515.000 

721,000 

1 .R4 

Sec.  Pr.  & Commercial  

.5 , 65.5 

69.047 

1.820.928  1.119,000< 

1,566.600 

2.25 

Domestic  Service  

29 . 920 

11,220 

828,850  408,000 

571.200 

5.1 

35,633 

121,267 

$3,195,111  $2,109,300 

2,916,100 

152 


Applying  Cost  Allocation  to  the  Scranton  Elec.  Co. 
Domestic  Service  assessed  at  ^ K.W.  per  Consumer 


K.  W.  H.  Generated  & Purchased  

K.  W.  H.  Sold  

Loss  

K.  W.  Rated  Capacity  of  Generating  Plant 
K.  W.  Peak  Load  


168,536,735 

140,352,000 


28,184,735  K.  W.  H.  = 17% 

71,050  K,  W.  Capacity  factor 56% 

30,200  K.  W.  Load.  I’actor  52% 


Fixed  Capitai  per  Report  . . . . 
Apportioned  to  Generation  . 
Apportioned  to  Distribution 
Apportioned  to  Transmission 
Miscellaneous  


814,570,649 


7,500,000  @ 13%  = 


13%  = 81,886,100  Fixed  Charges 


6,250,000 

750,000 

70,649 


13%  = 
13%  = 
13%  = 


970.000  Fixed  Charges 

810.000  Fixed  Charges 
07,000  Fixed  Charges 

9 , 000  I'ixed  Charges 


Generating  Expenses  Operation  

25%  Administration  

Fixed  Charges  

Total  

Transmission  Expenses  Operation  

10%  Administration  

Fixed  Charges  

Loss  5%  % 8,426,836  K.  W.  H.  @ 1.23  = 

Total  

Distrlhution  Expenses  Operation  

10%  Administration  

Fixed  Charges  

Loss  hal.)  19,757,809  K.  W.  H.  @ 1.23= 

Total  

Utilization  Expenses  

Commercial  Expenses  

New  Business  Expenses  

Administration  Expenses  

Other  Expenses  


81,102,312 



6.55 

MiUs 

41,215 

0 . 0245 

Mills 

970,000 

= 

5.75 

Mills 

82,113,527 

= 

12.3245 

Mills 

8113,280 

— 

0.805 

Mills 

16,485 

= 

0.118 

Mills 

97,000 

= 

0.69 

Mills 

103,818 

0.74 

Mills 

8320,583 

= 

2.353 

Mills 

8422,847 

— 

9.85 

Mills 

16,485 

= 

0.385 

Mills 

810,000 

240,000 

= 

5.6 

Mills 

815 . 00  per 

K.  W. 

81,489,33 

15.835 

Mills 

815.00  per 

K.  W. 

$82,127 

1.50  per 

Consumer 

121,408 

2.25  per 

Consumer 

• 74,008 

.525 

Mills 

90 , 673 

= 

.65 

Mills 

9,000 

= 

.004 

Mills 

Total  Generation  & Trans 1.591  Cents  per  K.  W.  H. — $ 3.75  per  Consumer 

Total  Generation  Trans.  & Dist 3.175  Cents  per  K.  W.  H. — 18.75  per  Consumer 


Earnings 


Flat  Rate  Service  . . . . 

Primary  Power  '. 

Sec.  Power  & Commer. 
Domestic  Service  

Total  


Con- 

sumers 

1 

1000  ; 
KWH.  1 
• Sold 

Amt. 

Paid 

Cost 

+ 35% 
Selling 
Price  1 

1 

ts 

14 

s 

27 

4,276 

.$196,151  $196,151 

196,151 

4.54 

125 

99,573 

1,929,507 

l,59O,00C 

2,146,500 

2.14 

10,210 

24,329 

1,583,452  972, 50C 

1,312,875 

5.35 

43,401 

12,275 

1,247,383  890,000 

1,201,500 

9 .75 

53,763 

140,352  $4,961,949  $3,648,651 

4,856,026 

xVpplying  Co.st  Allocation  and  ad.instmeot  in  Selling  Price  to  maintain  present 
earning  of  Philadelphia  Electric  Company 
Dome.stic  Service  asse.ssed  at  i K.W.  per  Consumer 


K.  tv.  H.  Generated  & Purchased  1,364,653,000 

K.  W.  II.  Sold  1,150,948,502 


Loss 


213,704,498  = 15% 


K.  W.  Rated  Capacity  of  Generating  Plant  470,480  Capacit.r  Factor  ...65% 

K.  W.  Peak  Load  315,583  Load  Factor  48% 


Fixed  Capital  per  Report  

Apportioned  to  Generation  

Apportioned  to  Transmission  

Apportioned  to  Distribution  

Miscellaneous  


8199,593,485 

60,000.000 

45 . 000 .  000 

58.000. 000 
36,503,485 


@ 13%  = 
@ 13%  = 
@ 13%  = 
@ 13%.  = 
@ 13%  = 


;25,900,noo 

7.800.000 

5.750.000 

7.550.000 

4.800.000 


Fixed  Charge 
Fixed  Charge 
Fixed  Charge 
Fixed  Charge 
Fixed  Charge 


Generating  Expenses  Operation 

25%  Administration  

Fixed  Charges  


87.960,906  = 5.85  Mills 

191,446  = 0.14  Mills 

7,800,000  = 5.71  Mills 


Total  815,952,442  = 11.7  JUlls 


Transmission  Expenses  Operation  . 

10%  Administration  

Fixed  Charges  

Loss  5%  = 68,232,650  K.  W.  @ 


8754,741  = 0.62  Mills 

76,577  = 0.063  Mills 

5,750,000  = 5.25  Mills 

1.17=  800,000  = 0.69  Mills 


Total 


87,381,319  = 6.623  Mills 


Distribution  Expenses  Operation  

10%  Administration  

Fixed  Charges  

Loss  (Bal.)  135,471,848  K.  W.  @ 1.17  — 

Total  

Utilization  Expenses  

Commercial  Expenses  

New  Business  Expenses  

Administration  Expenses  

Other  Expenses  


$1,339,518  = 3.21  Mills 

70,577  = 0.185  Mills 

7.550.000  = 

1.350.000  3.22  Mills 


$10,310,095  — 0.015  Mills 

$1,759,031  {*1:  touatrate) 
1 , 040, 505 

028,954  = 0 . o4o  Mills 

421.170  = 0.304  Mills 

4,800,000  = 4.25  Mills 


$22. 

30 

per 

K.  W. 

$22 

.30 

per 

K.  W. 

= 2 

.65 

per 

Con. 

8 

.80 

per 

Con. 

Total  Generation  & Trans 2.34  Cents  per  K.  AV.  II.  — per  Consumer 

Total  Generation  Trans.  & Dist 3.01  Cents  per  K.  A\.  H.  28.  <o  per  Consumer 


Earnings 


Sold 

Selling 

Con- 

1000 

Amt. 

Cost 

Price 

sumers 

KIVH. 

Paid 

— 25% 

Flat  Rate  221  41,559  $1,587,435  $1,587,435  1,587,435  3.7 

Primary  Power  140  735,306  8,301.504  17. 250.009  12,837,500  1.75 

Sec.  Power  & Conn  ...  80,524  284,108  13,436,247  13,800.000  10.530,000  3.65 

Domestic  Service  252,075  89,854  6,421,814  6,320.000  5,740,000  6.4 


Total  332,960  1,150.948  .$29,853,403  $38,957,435  *30,514,935 


Alloicating  Costs  to  Philadelphia  Suburban  Cvas  & Electric  Company  indicating 
percent  increase  or  decrease  to  maintain  present  operating  Revenues 
Domestic  Service  assessed  at  i K.W.  per  Consumer 


K.  W.  n.  Generated  &,  Purchased  63,649,693 

K.  \V.  H.  Sold  J 52,107,469 

Loss  11,542.224  K.  AV.  H.  =18% 


K.  AV.  Rated  Capacity  of  Gen.  Plant  33,340  Capacity  actor 

K.  AV  Peak  Load  18,000  Load  Factor  


. 54  + 
.40% 


Fixed  Capital  per  Annual  Report  $14,701,0151  @ 13%  ^ $1,910,000  Fixed  Charge 


Apportioned  to  Generation 

Apportioned  to  Transmission  

Apportioned  to  Distribution  

Miscellaneous  

Generating  Expenses-Operatioii  

25%  Administration  

Fixed  Charges  

Total  

Transmission  Expenses  Operation •. 

10%  Administration  

Fixed  Charges  

Loss  5%  3.182,484  Iv.AV.II.  @ 1.076  = 

Total  

Distribution  Expense  Operation  

10%  Administration  

Fixed  Charges  

Loss  (Bal.)  8,359,740  K.AV.II.  @ 1.076  = 

Total  

Utilization  E.vpenses  

Commercial  Expenses  

New  Business  Expenses  

Administration  Expenses  

Other  Expenses  

Total  Generation  & Trans 

Total  Gen.  Trans.  & Dist 


5.000. 000  ^ 13%  = 

2.000. 000  @ 13%  = 

4.000. 000  (g>  13%  = 

3,701,015  13%  = 


650.000  Fixed  Charge 

260.000  Fixed  Charge 

520.000  Fixech  Charge 
480,0U(>  Fixed  Charge 


662,903  = 
11,607  = 
650,000  = 

10.4 

.16 

10.2 

Mills 

Mills 

Mills 

1,324,210 

20.76 

Mills 

94,969  = 

1.82 

Mills 

4,522  = 

0.086 

Mills 

200,000  = 

5.00 

Mills 

U5,000  = 

1.25 

Mills 

424,401  = 

8.156 

Mills 

1,339,518  = 

50.00 

Mills 

4.522  = 

.17 

Mills 

520,000)  = 

173,000  = 

0.45 

Mills 

2,037,040  = 

50.02 

Mills 

37,088 

V*  to  Hat  rat 

57 , 606 

21,820  = 

.42 

24,875  = 

.48 

480,000  = 

9.2 

3.901d  pel-  K 

. W.  H 

. ^ S 

G.05^‘  per  K.  W.  H.  = 1 

19.70 


2.20 


2.82  per  Consumer 


Earnings 

Con- 

sumers 

Amt. 

1000 

KWH. 

Paid 

Amt. 

Cost 

1 

— 25%  ! 

Selling  1 
Price  1 

Per 

KAVH. 

Flat  Rate  

182 

1,788 

$110,174 

$146,174 

116,174 

6.5 

Pximarv  Power  

40 

25,494 

486,714 

955 , 000 

716,2,50 

2.7 

Sec.  Power  & Com 

4,844 

18,159 

880,466 

1,266,  OOO 

949,500 

5.2 

Domestic  Service  

21,204 

6,704 

684,883 

629,000 

471,750 

7 .. 

Total  

26,269 

52,107 

$2,168,454 

$2,960,174 

2,253,074 
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111  submitting  this  report  due  consideration  is  given  to  the  evolu- 
tion of  the  industry  and  it  is  recognized  that  the  development  of  the 
business  to  its  pi^seut  importance  could  not  have  been  accomplished 
by  allocating  costs  to  establish  the  selling  price  for  rate  schedules 
anj’"  more  than  the  railroads  could  have  tleveloped  the  transportation 
sj’stem  without  discrimination. 

It  is  also  understood  that  consideration  must  be  given  to  the  ab- 
normal consumer  as,  for  example,  service  restricted  to  early  morn- 
ing hours  or  service  which  maj^  create  an  abnormal  peak  during  the 
hours  of  average  use. 

Tiie  report  assumes  that  the  industry  has  reached  an  econionic 
development  and  a demaud  which  eiimmates  all  need  of  concession 
or  subsidies,  that  its  production  costs  are  sufficiently  below  com- 
petitive sources,  that  all  rate  schedule  can  be  based  on  the  cost  to 
serve  and  that  discrimination  to  obtain  favorable  business  need  not 
be  practiced. 

The  diversity  of  use  by  the  consumers  and  the  interconnection  of 
systems  has  eliminated  delinite  production  on  peak  loads,  therefore 
the  offipeak  consumer  has  lost  his  identity  and  as  the  domestic 
user  as  well  as  the  industrial  user  spreads  his  demand  for  service 
over  the  same  period,  they  should  share  equally  in  the  economies  to 
which  they  contribute. 

The  application  of  allocating  costs  to  existing  rate  schedules  con- 
firms the  fact  that  discrimination  in  rates  exists  and  that  service 
below  costs  is  available  to  varous  classes  of  consumers,  the  loss 
being  offset  by  excessive  charges  to  those  less  favorably  situated. 

The  allocation  of  costs  on  the  principle  outlined  reduces  costs  of 
service  to  domestic  or  small  consumers  from  an  average  of  7 to  10 
cents  to  an  average  of  4 to  G cents  per  K.  W.  H.  and  increases  the 
cost  to  wiiolesale  or  large  consumers  from  an  average  of  11/S  to 
1 H/4:  cents  to  an  average  of  11/4  to  2 cents  per  K.  W.  H. 

The  rate  sjiread  as  between  small  and  large  consumers  thus  be- 
comes three  to  one  as  contrasted  with  a rate  spread  of  ten  to  one 
which  is  noAV  common  in  the  industry. 

It  will  be  noted  in  the  examples  of  allocating  costs  to  individual 
com])auies  that  the  selling  price  in  comparsion  Avith  existing  rates 
to  obtain  the  same  operating  revenues  varies  from  40  per  cent  above 
to  25  per  cent  beloAv  the  cost  to  serve  Avhich  includes  7 per  cent  as 
a fair  return  on  the  fixed  capital. 

Considering  the  7 per  cent  as  profit  there  is  sufficient  margin 
above  actual  costs  to  maintain  existing  rates  to  large  consumers. 
This  loss  in  profit,  hoAvever,  must  not  be  made  up  by  increasing  the 
selling  price  of  other  schedules  but  must  be  carried  by  the  company 
until  economies  are  effected  Avhich  Avill  reduce  costs  so  that  these 
rates  Avill  return  the  per  cent  of  profits  allocated  to  all  schedules. 

In  conclusion  it  should  be  noted  that  the  existing  form  of  reports 
as  submitted  to  the  Commission  by  the  companies  should  be  modi- 
fied so  that  cost  allocation  can  be  accurately  accomplished.  Parti- 
cular attention  should  be  given  to  a revision  of  the  classification 
of  fixed  capital  so  that  tlie  amo;mt  of  fixed  capital  for  generation, 
transmission  and  distribution  can  be  ascertained  and  a revision  of 
tlie  statistical  data  so  that  the  load  and  capacty  factor  is  properly 
reported. 
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APPENDIX  XI 


JOINT  GIANT  POWER  COMMISSION 
OF 

NEW  YORK,  NEW  JERSEY  AND  PENNSYLVANIA 


MINUTES:  OCTOBER  21— DECEMBER  21,  1925. 

TO  WHICH  IS  PREFIXED  THE  STATEMENT  OF 
GOVERNORS  SMITH,  SILZER  AND  PINCHOT 
ANNOUNCING  THE  APPOINTMENT  OF  THE  COMMISSION/ 


STATEMENT 

By  GOVERNORS  SMITH,  SILZER  and  PINCHOT 
On  the  appointment  of  a 
JOINT  GIANT  POWER  COMMISSION 


A new  era  has  been  reached  in  the  generation  and  transmission 
of  electric  light,  heat  and  power.  Electrical  energy  is  already  being 
carried  across  State  borders  at  numerous  points  throughout  the 
nation.  Plans  have  been  developed  for  carrying  this  power  in 
greatly  increased  volume  and  long  distances  -through  several  States. 

Light,  heat  and  power  companies  in  the  sale  of  their  securities 
point  out  the  number  of  States  which  they  serve  with  electrical 
energy.  Facilities  under  common  ownership  in  different  states  are 
being  progressively  and  rapidly  interconnected. 

Electrical  energy,  passing,  as  it  now  does,  from  State  to  State, 
immediately  enters  interstate  commerce,  and  such  can  only  be  regu- 
by.  the  Federal  Government  through  direct  Congressional  action  or 
through  the  delegation  of  Congressional  authority  to  the  States. 

What  is  true  of  the  transmission  of  power  between  States  gen- 
erally applies  to  the  States  of  New  York,  New  .Jersey  and  Pennsyl- 
vania, where  power  passes  from  one  to  the  other  at  many  points 
though  as  yet  in  comparatively  small  qiiantities.  Plans,  however, 
are  being  developed  for  the  transmission  of  Giant  Power  from  the 
coal  mines  of  Pennsylvania  and  the  water-power  of  New  York  un- 
precedented quantities  to  the  industries  and  householders  of  tlie.se 
Sttaes  and  to  those  of  New  Jersey. 

'Letters  from  a commissioner  representing  New  York  and  the  observer  representing  Vermont  to 
the  Secretary  of  the  commission  are  added,  as  tending  to  authenticate  the  minutes. 
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Irrespective  of  what  other  States  may  do,  it  is  the  desire  of  the 
Governors  of  the  States  of  New  York,  New  Jersey  and  Pennsylvania 
^ that  some  action  be  taken  to  ensure  the  effective  control  and  regula- 
tion of  sompanies  doing  an  interstate  business  in  electricity,  in  order 
that  they  may  be  compelled  to  provide  adetpiate  service  at  reasonable 
rates.  Unless  some  action  is  taken  the  individual  state  ^vill  soon  be 
obsolntely  helples.  If  Congress  should  on  its  own  initiative  pro- 
vide a system  of  Federal  regulation  as  in  the  case  of  the  railroads, 
the  States  will-  will  have  little  to  say  as  to  the  service  these  inter- 
state companies  shall  render  or  the  prices  they  shall  charge. 

The  only  safe  course  is  for  the  States  to  act  now  themselves.  The 
United  States  Constitution  in  the  Comi)act  Clause  has  provided  a 
method  Avhereby  this  can  be  done.  This  clause  permits  two  or  more 
states  to  enter  into  a compact,  which  must  be  ratified  by  Congress. 
When  this  has  been  done,  the  States  will  be  able  to  regulate  these 
interstate  electric  companies  as  they  now  regulate  utility  companies 
operating  exclusively  within  ther  own  borders. 

With  this  pur2)ose  in  mind,  the  three  Governors  have  this  day  ap-. 
pointed  a “JOINT  GIANT  POWEII  COMMISSION  of  New  York, 
New  Jersey  and  Pennsylvania”,  whose  duty  it  will  be  to  study  this 
question,  make  such  recommemlations  as  they  may  deem  adviseable, 
able,prepare  a compact  to  be  entered  into  by  the  three  states,  and  to 
make  a report  to  the  Governors  of  the  respective  States  previous  to 
the  next  session  of  the  Legislature. 

The  Commissioners  from  the  three  States  are  as  follows: 

NEty  YOPK  William  A.  Prendergast,  Chairman,  New  York 

Public  Service  Commission. 

George  K.  Lunn,  Member,  New  York  Public  Ser- 
vice Commission.  Charles  K.  V anneman.  Chief 
Enggineer,  New  York  Public  Service  Commis- 
sion. 

NEW  JERSEY  Dr.  Charles  Browne,  of  Princeton,  N.  J.,  ]Mem- 

ber  of  the  Board  of  Public  Utility  Commis- 
of  the  Board  of  Public  Utility  Commissioners 
sinners  of  New  Jersey.  Mr.  Issac  Alpern,  of 
Perth  Amboy,  N.  J.,  President  of  the  Perth 
Amboy  Trust  Co.,  a Director  in  other  financial 
institutions,  and  a well-known  business  man  of 
New  Jersey,.  Mr.  Robert  F.  Engle,  of  Beach 
Haven,  N.  J.,  former  member  of  the  State  Board 
of  Commerce  and  Navigation,  and  a well-known 
citizen  and  business  man. 

I’ENNSYLVANIA  Philip  P.  Wells,  Deputy  Attorney  General  and 

Chairman,  Pennsylvania  Giant  Power  Boar<l. 
Clyde  L.  King,  Secretary  of  the  Commonwealth 
and  member  Pennsylvania  Giant  Power  Board. 
Morris  L.  Cooke,  Consulting  Engineer,  Director, 
Pennsylvania  Giant  Power  Survey  and  member 
Pennsylvania  Giant  Power  Board. 

GOYERNOR  IMNCHOT  said 

The  api)ointment  of  a Joint  Giant  Power  Commission  represent- 
ing the  three  states  of  New  York,  New  Jersey  and  Pennsylvania 
means  a real  ste^)  forward  in  development  of  State  policy  of  modern 
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large  scale  electrical  development.  Through  tri-state  action  we  seek 
to  i)revent  monopoly  profits  and  secure  decent  electric  rates  to  con- 
sumers. 

It  is  hoped  to  have  the  draft  of  a compact  ready  for  submission  to 
the  regular  1926  session  of  the  New  York  and  New  Jersey  Legisla- 
tui-es  and  to  the  special  session  of  our  legislature  should  one  be 
called. 

Following  the  failure  of  the  1923  Pennsylvania  legislature  to 
authorize  this  inter-state  inquiry  I appointed  a Gaint  Power  Board 
composed  of  ^tate  otficials  and  a consulting  engineer.  This  body  has 
been  continuing  the  studies  into  this  all  important  matter  which  we 
have  been  making  in  Pennsylvania  for  three  years  past. 

The  Pennsylvania  members  of  the  Joint  Commission  are  members 
of  the  Pennsylvania  Giant  Power  Board  and  have  been  designated  for 
this  service  by  that  body. 

Released  October  26,  1925. 


JOINT  GIANT  POWER  COMMISSION 
MINUTES  of  the  FIRST  MEETING 
HELD  at  PRINCETON,  NEW  JERSEY, 
SATURDAY,  OCTOBER  31,  1925 


The  Governors  of  New  York  (Alfred  E.  Smith),  New  Jersey 
(George  S.  Silzer)  and  Peunsylvania  (Gitt’crd  Pinchot)  having  on 
October  26,  1925,  cauv«ed  to  be  designated  representatives  of  said 
three  states  (in  these  minutes  hereafter  called  the  contracting 
states)  respectively,  as  follows: — ■ 

For  the  State  of  Neio  York — 

William  A.  Prendergast 
George  R.  Lunn 
Charles  R.  Vanneman 

For  the  State  of  Neiv  Jersey — 

Charles  Browne 
Isaac  Alpern 
Robert  F.  Engle 

For  the  Commonwealth  of  Peiniylraiiia 

Morris  Llewellyn  Cooke 
Clyde  L.  King 
Philip  P.  Wells 

to  constitute  the  Joint  Giant  Power  Commission  of  New  York,  New 
Jersey  and  Pennsylvania  (in  tlicse  minutes  hereafter  called  the 
Joint  Commission)  for  the  purjioses  of  studying  the  question  of  the 
regulation  of  tlie  interstate  transmission  of  electricity  for  light, 
heat  and  pow’er,  ol  making  siich  recommendations  thereon  as  they 
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may  deem  advisable,  of  preparing  a compact  to  be  entered  into  by 
tlie  three  contracting  states,  and  to  make  a report  to  the  Governors 
of  tlieir  respective  states,  previous  to  the  next  sessions  of  the  Leg- 
islatures ; — 

The  first  meeting  of  the  Joint  Commission  was  held,  on  the  invita- 
tion of  Dr.  Charles  Browne,  in  Princeton,  New  Jersey,  at  the  Prince- 
ton Inn,  at  1:15  P.  M.  Saturday,  October  31,  1925. 

Present: 

For  tlie  State  of  New  York — Commissioners  Prendergast  and 
^'anneman ; 

For  tlie  State  of  New  Jersey — ^Conmiissioners  Browne,  Alpern 
and  Engle; 

For  the  Commomvealtli  of  Pennsylvania,  Commissioners  Cooke, 
King  and  Wells. 

Upon  the  suggestion  of  Commissioner  Cooke,  Commissioner  Pren- 
dergast undertook  the  duty  of  temporary  chairman. 

Voted  unanimously:  Tliat  Charles  Browne  be  the  Chairman  of  the 
Joint  Commission. 

Commissioner  Browne  tliereupon  took  the  chair. 

Voted  unanimously:  Tliat  William  A.  Prendergast  be  Vice-Chair- 
man, and  Philip  P.  Wells  Secretary  of  the  Joint  Commission. 

Thereupon  the  Chairman  appointed  Commissioners  Engle,  Vanne- 
man  and  Wells,  members  of  the  Executive  Committee. 

Commissioner  Prendergast  stated  that  the  Public  Service  Com- 
mission of  New  Yoi*k,  anticipating  the  negotiation  by  the  three 
contracting  states  of  a comjiact  for  the  control  of  interstate  electric 
transmission,  had  caused  to  be  undertaken  a study  of  the  laws  of  the 
three  states  bearing  on  the  subject;  also  a study  of  the  resources  of 
and  of  the  existing  hydro-electric  and  steam-electric  developments  in 
New  York;  and  that  the  results  of  these  studies  would  be  submitted 
to  the  Joint  Commission  about  November  15th. 

Commissioner  Cooke  suggested  that  the  comi>act  be  so  drawn  as 
to  become  effective  when  ratified  by  any  two  states  and  ap])roved  by 
Congress;  and  so  drawn  that  other  adjoining  states  can  later  join  in 
it  by  legislative  action  and  Congressional  approval;  also  that  adjoin- 
ing states  should  be  requested  by  the  Governors  of  the  three  contract- 
ing states  to  appoint  observers  to  cooperate  with  the  Joint  Commis- 
sion. 

'Sooted  unanimously:  That,  for  the  purpose  of  securing  the  coop- 
eration and  criticism  of  the  adjacent  states  with  a view  to  protect- 
ing their  several  interests  and  of  inviting  their  future  joinder  in 
the  ]jroposed  compact,  the  Commissioners  of  each  of  the  three 
contracting  states  be  instructed  to  suggest  to  the  Governors  of  their 
respective  states  that  they  severally  request  the  Governors  of  the 
non-contracting  states  upoii  their  borders  each  to  appoint  a repre- 
sentative to  act  with  the  Joint  Commission  as  observers  and  ad- 
^'isers  for  their  several  states,  that  is  to  say:  Such  request  to  be 
made  by  the  Governor  of  New  York  to  the  Governors  of  Vermont, 
Massachusetts  and  Connecticut;  by  the  Governor  of  New  Jersey 
to  the  Governor  of  Delaware;  by  the  Governor  of  Pennsylvania  to 
the  Governors  of  Maryland,  West  Virginia  and  Ohio. 
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After  discussion  it  was  informally  and  unanimously  agreed  that 
responsibility  for  the  compilation  and  graphic  presentation  of  data 
for  the  tliree  contracting  states  to  be  furnished  by  each  of  them 
for  the  use  of  the  Joint  Commission  be  assumed  as  follov/s; 

By  Commissioner  ^'anneman:  Territorial  rights  of  corporate 

groups;  existing  60,000  volt  lines  by  corporate  groiips;  existing  in- 
terstate transmission  lines  by  corporate  groups. 

By  Commissioner  Engle:  Installed  generating  capacity  (exclud- 
ing stations  of  less  than  5,000  kw.  capacity)  by  corporate  groups. 

By  Commissioner  King:  Power  resources  and  power  markets. 

Commissioner  Wells  suggested  that  a preliminary  to  the  draft- 
ing of  a compact  should  be  the  determination  by  the  Joint  Com- 
mission of  the  principles  to  be  embodied  therein  and  that  the  Ex- 
ecutive Committee  should,  and  the  Commissioners  of  each  of  the 
three  contracting  states  might  well,  formulate  a statement  of  such 
principles  for  the  consideration  of  the  Joint  Commission. 

The  Chairman  called  a meeting  of  the  Executive  Committee  to  be 
held  at  noon  on  November  9th,  1625,  at  the  Princeton  Club  in  New 
York  City. 

Thereupon  at  3:45  P.  M.  the  Joint  Commission  adjourned  to 
meet  at  the  call  of  the  Chairman. 

A True  Record.  Attest:  Philip  P.  Wells 

Secretary 


MINUTES  OF  THE  SECOND  MEETING 

The  Second  Meeting  of  the  Joint  Commission  was  held  at  the 
University  Club  in  Philadelphia  on  Saturday,  December  5,  1925, 
at  11 :00  o’clock  a.  m. 

Present : 

For  the  State  of  New  York — Commissioners  Prendergast,  Lmiu 
and  Vanneman. 

For  the  State  of  New  Jersey — Commissioners  Browne  and 
Engle. 

For  the  Commonwealth  of  Pennsylvania — Commissioners  Cooke, 
King  and  Wells. 

There  also  met  Avith  the  Joint  Commission  the  folloAving  obser- 
A'ers  and  advisers: 

For  the  State  of  Vermont — EdAvard  H.  Deavitt. 

For  the  State  of  Maryland — Harold  E.  West. 

The  minutes  of  the  meeting  of  October  31,  1925,  Avere  read  and 
approved. 

The  Executive  Committee  submitted  its  report  dated  December 
5,  1925,  Avhich  was  read  as  a aaJioIc,  as  folloAvs: — 

The  Executive  Commtitee  met  in  Nbav  York  at  the  Princeton  Club 
as  the  guests  of  Chairman  BroAvne  on  Monday,  November  9,  1925, 
at  12:00  o’clock.  Commissioner  Prendergast  met  Avith  the  Execu- 
tive Committee. 

It  met  again  in  NeAv  York  on  Monday,  NoA'ember  23,  1925,  at  12:15 
p.  m.  at  the  Union  League  Club  as  the  guests  of  Commissioner 
Prendergast.  Commissioners  Prendergast  and  Cooke  met  Avitli  the 
Executive  Committee. 
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At  these  meetings  there  was  general  informal  discussion  as  to 
the  principles  which  should  be  embodied  in  the  proposed  compact. 
At  the  first  meeting  certain  principles  suggested  by  Commissioner 
Cooke  Avere  discussed.  At  tiie  second  meeting  the  discussion  cen- 
tered upon  a statement  of  princijiles  submitted  as  tentative  pro- 
posals by  the  Pennsylvania  commissioners  under  date  of  November 
IS,  1925. 

The  Committee  agi-eed  upon  and  recommend  for  consideration 
the  following  Articles  as  principles  to  be  embodied  in  the  compact ; — 

I.  Area: 

The  geographical  limitations  of  practicable  transmission 
and  the  many  objections  to  over  centralization  both  sug- 
gest a limit  upon  the  ultimate  compact  area.  The  primary 
perspective  area  should  be  the  three  contracting  states  with 
New  England,  DelaAvare,  Maryland,  tlie  District  of  Colum- 
bia, West  Virginia  and  Ohio. 

II.  Adhesion  by  States: 

Every  state  Avithin  the  primary  prospective  area  and  con- 
tiguous to  the  compact-bound  area  should  have  an  option 
to  ratify  the  compact  at  any  time  in  the  future  and  thereby, 
upon  the  approval  of  Congress,  to  become  a party  to  the 
compact. 

The  Joint  Tribunal  projiosed  by  Article  III  liereof  should 
hav^e  poAver  by  a tAvo-thirds  vote  to  admit  as  a party  to 
the  compact  any  otlier  State  Avhich  shall  have  ratified  the 
compact  by  a legislative  act,  Avhich  is  contiguous  to  the 
compact-bound  area,  and  Avhich  exports  to  or  imports  from 
said  area  electric  current  to  the  amount  of  five  per  cent 
(5%)  of  the  production  (or  consumption)  of  snch  ratifying 
State;  snch  vote  to  be  cast  within  six  months  after  such 
ratification,  and  such  admission  to  take  effect  upon  the  ap- 
proval of  Congress  thereafter. 

The  compact  should,  as  to  the  States  ratifying  it,  take 
effect  upon  ratification  by  any  tAvo  of  the  three  States  noAV 
negotiating. 

III.  Joint  Tribunal: 

There  should  be  a joint  tribunal  to  make  effective  the 
terms  of  the  compact.  It  should  be  composed  of  one  rep- 
jiresentative  from  each  State  until  the  compact-bound 
states  exceed  seA'en.  Upon  the  happening  of  any  snch  ex- 
cess and  thereafter  the  joint  tribunal  should  consist  of 
seA'en  members  as  folloAvs: — One  from  each  of  the  tA\m 
States  producing  the  greatest  quantity  of  electric  current, 
one  each  from  the  three  other  States  con.snming  the  great- 
est number  of  kiloAvatt-hours,  and  tAvo  others,  one  from 
each  of  tAvo  of  the  remaining  States,  rotating  in  the  order 
in  Avhich  such  states  ratified  the  comj)act. 

The  member  of  the  Joint  Tribunal  from  each  State  should 
be  a member  of  the  Public  Service  Commission  thereof 
designated  by  the  Governor  thereof. 
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The  term  of  the  members  of  the  Joint  Tribunal  should 
be  two  (2)  years  until  the  number  of  the  compact-bound 
States  exceeds  seven  (7).  Upon  tlie  happening  of  any 
such  excess  the  term  of  the  member  representing  that  one 
of  the  seven  States  first  ratifying  which  ratified  last  should 
expire  at  the  end  of  the  year  of  his  term  next  following 
the  happening  of  such  excess,  and  he  should  be  succeeded 
by  a representative  of  the  State  which  was  the  eighth  to 
ratify.  Thereafter  the  terms  of  all  members,  except  those 
designated  to  serve  out  an  unexpired  term  in  case  of  va- 
cancy, shall  be  two  (2)  years. 

The  Chairman  of  the  Joint  Tribunal  should  be  elected 
annually  by  a majority  vote  of  the  members. 

IV.  Regulation  of  Service  Standards: 

The  Joint  Tribunal  should  have  power  to  regulate  the 
service  standards  of  inter-state  electric  utilities  as  arbitra- 
tor of  disputes  between  the  Commissions  of  any  two  com- 
pact States  as  to  electric  utilities  between  them. 

V.  Expenses  of  The  Jiont  Tribunal: 

The  expenses  of  the  Joint  Tribunal  should  be  appor- 
tioned among  the  compact  states  in  proportion  to  the  num- 
ber of  kilowatt  hours  consumed  by  them  not  exceeding 

per  million  kwh.  They  should  be  a first  claim 

on  the  appropriations  made  by  each  state  for  public  utility 
regulation. 

The  following  matters  were  also  discussed  but  no  agreement 
reached  about  them: — Subject  matter  to  be  regulated  as  inter-?tate 
business;  Scope  of  regulation  of  such  business:  Segregation  of  inter- 
state transmission ; Rate-Base,  Security  Issues  and  Fair  Return ; 
Uniformity  of  Rate  Structures;  Incorporation  of  Interstate  Electric 
Utilities. 

It  was  agreed  that  each  of  the  three  states  negotiating  should  sub- 
mit its  liew  in  writing  for  the  consideration  of  the  Joint  Commission 
at  its  next  meeting  as  to  principles  not  agreed  upon  by  this  report; 
also  that  each  state  should  be  free,  upon  further  consideration  to  sub- 
mit differing  views  as  to  any  of  the  principles  agreed  upon  and  em- 
bodied in  this  report. 

The  Executive  Committee  recommended  to  Chairman  Browne  that 
he  call  a meeting  of  the  Joint  Commission  at  the  University  Club  in 
Philadelphia  at  11 :0.5  a.  m„  Saturday,  December  .5,  1625. 

The  Executive  Committee  recommends  that  after  the  adoption  by 
the  Joint  Commission  of  a statement  of  principles  that  should  be 
embodied  in  the  compact  there  be  held  in  each  of  the  three  states 
public  hearings  at  which  discussion  and  criticism  of  such  principles 
be  invited. 

Respectfully  submitted, 

Charles  Browne 

Charles  R.  Vanneman  i 

Robert  F.  Engle 

Philip  P.  Wells  I ' ' 

t lip 
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The  Articles  proi)osecl  by  the  report  of  the  Executive  Committee  as 
principles  to  be  embodied  in  the  compact  were  then  read  for  discus- 
sion and  amendment,  article  by  article. 

Article  I was  amended  by  inserting  the  word  “the”  before  New  ■ 
England,  and  the  word  “States”  after  New  England  in  the  second 
sentence  so  to  make  the  i>hrase  read  “with  the  New  England  States”. 

At  this  point  Commissioner  Prendergast  raised  the  question  as  to 
the  necessity  for  a compact,  which  was  discussed  at  length  by  all  the 
Commissioners  and  observers  present  until  recess  was  taken  lor 
lunclieon  at  1:15  P.  31.  Commissioner  Prendergast  argued  strongly 
against  a compact  on  the  grounds: — first,  that  a receiving  state  can 
noAV  control  adequately  current  transmitted  to  it  from  other  states; 
second,  tlie  the  quantity  of  interstate  current  is  less  than  four  per 
cent  and  therefore  too  small  to  call  lor  special  methods  of  control ; 
third,  that  one  method  is  by  Act  of  Congress  constituting  the  State 
Commissions  Federal  agencies  for  the  regulation  of  interstate  elec- 
tric transmission  subject  to  control  by  the  Interstate  Commerce 
Commission,  after  the  manner  of  the  bill  for  control  of  interstate 
motor  traffic  proposed  by  the  National  Association  of  Eailroad  and 
Utility  Commissioners  for  introduction  in  the  69th  Congress. 

All  these  reasons  were  disputed  by  Commissioners  Cooke,  King  and 
IVells.  Commissioner  Cooke  doubted  that  the  quantity  of  current 
transmitted  over  state  lines  Avas  as  low  as  four  per  cent  in  view  of 
the  fact  that  the  percentage  for  Pennsylvania  Avas  exports  seven  per- 
cent, inports  eight  per  cent.  He  asked  for  the  source  of  the  figures. 
Commissioner  Prendergast  replied  that  the  source  was  the  National 
Electric  Light  Association.  He  produced  a memorandum  of  the  data 
furnished  by  that  Association  showing  amount  generated  and  amount 
transmitted  across  State  lines  by  a number  of  regions,  the  total  for 
all  regions  being  54,000  million  kAvh.  generated  and  1,820  million 
kAvh.  transmitted  across  State  lines,  or  3.4%. 

Commissioner  Prendergast  sugguested  that  a preliminary  public 
hearing  be  held  on  the  question  whether  there  should  he  a compact 
or  not  in  order  to  get  the  AAmight  of  public  opinin.  Commissioner 
Browne  said  at  sTich  a hearing,  where  no  concrete  proposals  were  put 
forAvard.  the  only  persons  aaOio  Avould  appear  would  be  representatiATs 
of  the  electric  companies  and  specialists  on  the  subject,  and  that  the 
former  would  be  fearful  of  any  new  plan  of  regulation. 

After  recess  it  was  agreed  to  proceed  with  the  reading  and  dis- 
cussion of  the  report  of  the  Executive  Committee  as  if  there  were 
to  be  a compact,  postponing  the  question  as  to  whether  or  not  there 
should  be  one. 

The  reading  and  discussion  of  the  Articles  of  the  report  of  the 
ExcutiA^e  Committee,  Article  by  Article,  was  resumed. 

Article  IT  was  amended  by  striking  out  the  period  at  the  end 
thereof  and  adding  the  Avords:  “and  approval  of  Congress”. 

Articles  ITT,  and  TV  were  approved  without  amendment. 

Article  V AAms  amended  by  striking  out  the  least  sentence. 

The  Secretarv  then  submitted  “Further  Tentative  Proposals  by  the 
Pennsylvania  Commissioners”  dated  December  5,  1925,  in  twelve 
Articles  as  follows  :- 

I.  Arfa.  fldentical  Avith  AETICLE  I of  Eeport  of  Execu- 
tive Committee), 
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II.  Adhesion  By  States.  (Identical  with  ARTICLE  II  of 
Report  of  Executive  Committee). 

III.  Joint  Tribunal.  (Identical  with  ARTICLE  III  of  Re- 
port of  Excutive  Commi.ttee,  with  reservations  as  to  res- 
trictions upon  appointing  power  of  the  several  State  Go- 
vernors). 

IV.  Regulation  Of  Service  Standards.  (Identical  with 
ARTICLE  IV  of  Report  of  Executive  Committee). 

V.  Expenses  Of  The  Joint  Tribunal.  (Identical  with  ARTI- 
CLE V of  Report  of  Executive  Committee.) 

IN'".  Regulation  Of  Accounts,  Rates,  Service,  and  Security 
Issues. 

(1)  Regulation  of  the  whole  system  containing  any 
major  interstate  line.  The  Joint  Tribunal  should  regulate 
all  the  accounting,  rates,  service  and  security  issues  of  every 
corporation  or  person  (hereinafter  called  interstate  electric 
utilities  operating,  owning,  or  leasing  an  interstate  electric 
line  of  1000  kw.  capacity  within  the  compact-bound  area,  or  a 
like  line  transmitting  current  to  the  amount  of  100,000 
kwh.  per  yeai’,  if  current  is  transmitted  over  either  of  such 
lines  in  or  for  use  in  public  service. 

(2)  Segregation  of  major  intersate  lines.  Any  such 
company  which  also  generates  and/or  distributes  current 
should  have  the  right  to  segregate,  into  a separate  corporate 
OAvnership,  and  thereby  limit  the  jurisdiction  of  the  joint 
tribunal  to,  its  interstate  transmission  business  within  the 
compact  area:  and  any  compact-bound  state  should  have 
power  to  require  any  such  company  operating  Avithin  it  to 
so  segregate  its  interstate  transmission  business. 

(3)  Concerns  selling  to  interstate  lines.  The  Joint  Tri- 
bunal should  also  regulate  the  accounting,  rates  and  service 
of  all  generating  and  selling  concerns  delivering,  Avithin  the 
compact  area,  to  concerns  doing  such  interstate  transmis- 
sion business,  current  for  such  interstate  transmission,  so 
far  as  such  regulation  is  necessary  to  preAnnt  discrimination 
tion  among  the  compact-bound  states  as  to  serAuce  or  rates, 
to  insure  the  fullest  practicable  conservation  and  use  of 
energy  sources,  and  to  insure  for  consumers  in  the  receiving 
States  adequate  service  and  just  and  reasonable  rates. 

VII.  Rate-base,  Security  Issues  And  Fair  Return. 

(1)  Rate-base.  In  the  regulation  of  rates  the  Joint  Tri- 
bunal should  take  as  the  presumptiA^e  rate-base  the  actual 
investment  Ameasi^red  in  dollars')  prudently  hereafter  made 
and  kept  unimpaired  (the  same  to  be  accurately  defined 
in  the  compact),  plus  an  approximation  thereto  as  to  (or  plus 
the  value  as  of  this  date  of)  investment  heretofore  made. 

(2)  Security  Issues.  The  Joint  Tribunal  should  limit 
security  issues  to  a par  value  approximately  equal  to  the 
presumptive  rate-base.  No-par  securities  should  be  prohi- 
bited. 
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(3)  Fair  Return.  The  Joint  Tribunal  should  compute 
the  fair  retnrn  at  snch  snm  as,  in  its  judgment,  wonld  en- 
able a properly  financed  company  nnder  efficient  manage- 
ment to  pay  prudently  on  its  common  stock  dividends  suf- 
ficient to  keep  it  slightly  above  par  in  a normal  market. 

(4)  Acoounting.  The  Joint  Tribunal  should  so  regu- 
late accounting  as  to  make  presumptive  rate-base  readily 
ascertainable  from  the  utility’s  books. 

(5)  Confiscation.  After  the  presumptive  rate-ibase,  the 
fair  retnrn  and  tlie  rates  shall  have  been  fixed  by  order  of 
the  Joint  Tribunal  the  said  Tribunal  should  upon  demand 
of  the  utility  take  snch  other  and  fuxJher  procedure,  if  any, 
including  the  ascertainment  of  the  then  value  of  the  utili- 
ty’s property,  as  may  be  necessary  to  comply  with  the  con- 
trolling rulings  of  the  courts,  as  to  ascertainment  of  the 
rate-base,  against  confiscation  of  the  property. 

(6)  Acceptance  of  Presnmpi ire  Rate-Base.  The  con- 
struction or  enlargement  of  any  interstate  facilities,  and 
the  enlargement  of  any  existing  inteivstate  business  over  fa- 
cilities now  existing  should  be  prohibited  to  any  interstate 
utility,  being  a corporation,  which  shall  not  have  filed  with 
the  Joint  Tribunal  an  agreement  to  accept  as  conclusive 
the  presximptive  rate-base  properly  taken  by  the  Joint 
Tribunal  under  section  one  of  this  Article. 

Till.  Eate  Structure. 

fa)  Cost  as  the  Basis  for  Rates. 

Cost  is  recognized  as  affording  the  basis  of  electric  rates. 
But  as  a means  of  securing  business  both  jxrofitable  to  a 
given  utility  and  advantageous  to  all  rate  classes,  the  joint 
tribunal  shall  have  power  to  allocate  any  or  all  costs  equi- 
tably among  the  several  rate  classes. 

fb ) Uniformity  of  Rate  Structure. 

The  rates  of  each  interstate  utility  should  he  of  uniform 
structure  as  to  each  rate  class  throughout  its  territory. 
Such  rates  should  be  regulated  on  the  basis  of  generation 
and  transmission  cost  of  all  rate  classes.  Transmission 
costs  are  to  be  arrived  at  by  50  mile  increments.  Distri- 
bution costs,  if  any,  to  he  separately  computed  as  to  each 
rate  class. 

IX.  Incorporation  of  Interstate  Electric  Utilities: 

(1)  The  Joint  Tribunal  should  have  power  to  incorpor- 
ate by  a two-thirds  vote  interstate  electric  utilities  ( ?) 

(2)  Every  interstate  electric  utility,  if  a cor])oration, 
should  be  incorporated  fby  the  Joint  Tribunal  or?)  by  one 
of  the  compact-bound  states. 

X.  Holding  Companies: 

(1)  Restrictions  on  voting  of  stock  held.  Xo  company 
or  business  trust  not  incorporated  fby  the  Joint  Tribunal 
or  ?)  by  one  of  the  compact-bound  States,  and  no  director, 
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officer  or  agent  thereof  should  vote  any  stock  of  any  inter- 
state utility. 

(2)  Process  runs  into  all  compact-states.  The  orders 
of  the  Joint  Tribunal  requiring  testimony,  the  production 
of  books  and  papers,  and  the  like  should  have  full  effect 
throughout  al  the  compact  states. 

(3)  Contracts  loith  servient  utility.  All  contracts  be- 
tween holding  company  and  servient  utility  should  be 
reasonable  and  as  profitable  to  the  servient  company  as  a 
like  contract  Avith  a stranger  should  be.  The  burden  of 
proving  such  reasonableness  and  xJi’ofitableuess  shall  be 
upon  the  servient  utility. 

XI.  Interlocking  Directors; 

Xo  director,  officer,  agent  or  employe  of  a company  barred 
by  Article  X from  voting  the  stock  of  an  interstate  utilitj’ 
shall  be  a director  of  any  such  utility. 

XII.  Taxation  : 

The  compact  should  not  affect  the  taxation  of  interstate 
utilities. 

The  “Further  Tentative  Froposals”  were  taken  up.  The 
Secretary  explained  that  the  Femisylvania  Commissioners 
had  submitted,  under  date  of  Xovember  18,  11)25,  tentative 
proposals  (eleven  articles)  to  the  Executive  Committee  at 
its  meeting  held  Xovember  21st;  that  five  of  the  Articles 
had  been  discussed,  someivhat  amended  and,  as  amended, 
had  been  incorporated  in  the  report  of  the  Executive  Com- 
mittee, being  the  five  Articles  already  discussed  and 
amended  at  this  present  meeting. 

Commissioner  Prendergast  declared  that,  assuming  that 
there  is  to  a compact,  he  was  opposed  to  the  principles  of 
regulatiou  contained  in  Articles  III,  IV,  V,  VI,  and  VII  of 
the  “Further  Proposals”  and  opposed  to  all  related  matters 
therein. 

Some  general  dicussion  followed.  Commissioner  Wells 
called  attention  to  the  fact  that  it  was  agreed  and  recorded 
ill  the  report  of  the  Executive  Committee  that  each  of  the 
three  negotiating  states  should  submit  at  the  present  meet- 
ing its  views  as  to  principles  for  embodiment  in  the  com- 
])act;  also  that  no  contribution  to  the  principles  of  a 
compact  had  since  been  brought  fonvard  by  any  other 
state  either  in  writing  or  otherwise. 

Commissioner  Prendergast  undertook  to  submit  a state- 
ment of  such  principles  in  Avriting  at  the  next  meeting. 

Commissioner  Prendergast  stated  that  he  Avould  like  to 
haA'e  the  Commission  expressi  ts  opinion  iifoii  the  folloAviiig 
question : Does  the  use  of  the  name  “Giant  PoAver”  in  the 
title  of  this  Commission  or  in  any  compact  Avhich  might 
be  arranged,  carry  Avith  it  an  endorsement  of  the  Giant 
PoAA^er  Scheme  advocated  by  GoA’ernor  Piuchot?  Commis- 
sioner Cooke  replied  that  he  did  not  see  why  there  should  be. 
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There  was  considerable  discussion  during  the  course  of 
which  Commissioner  Wells  read  the  announcement  of  the 
appointment  of  the  Commission  given  to  the  Press  by  Gov- 
ernors Smitli,  Silzer  and  Piiichot  October  26,  1925,  wliereiii 
the  Commission  was  so  named.  Commissioner  Browne 
objected  to  the  name  as  misleading.  Several  members  siTg- 
gested  other  names  for  the  Commission.  After  further  dis- 
cussion  Mr.  Cooke  suggested  that  the  question  be  left  for 
consideration  at  the  next  meeting,  and  on  this  there  Avas 
unanimous  agreement. 

Discussion  continued  until,  at  3:45  P.  M.  it  was  voted: 

That  the  .Joint  Commission  adjourn  to  meet  at  the  Cartaret 
Club,  West  State  Street,  Trenton,  New  Jersey,  on  Saturday, 
December  12,  1925,  at  11:00  A.  M. 

A true  record  as  approved 

December  12,  1925.  Attest:  I’niLip  P.  Wells 

Secreta/ry. 

MINUTES  OF  THE  THIED  MEETING. 

The  Joint  Commission  met  pursuant  to  adjournment  at  the  Oar- 
taret  Club,  Trenton,  N.  .1.,  on  Saturday,  December  12,  1925,  at 
eleven  o’clock  A.  M. 

Present  the  folloAving  Commissioners: — 

For  the  State  of  Noav  York — Commissioners  Prendergast,  Lunn 
and  Vanneman. 

For  the  State  of  New  Jersey — Commissioners  Browne,  Alpern 
and  Engle. 

For  the  Commonwealth  of  Pennsylvania — Commissioners  Cooke, 
King  and  Wells. 

Present  also  as  observer  and  adviser  for  the  State  of  Vermont: — 
Mr.  Edward  H.  Deavitt. 

The  Secretary  presented  a communication  from  Mr.  West,  ob- 
server and  adviser  for  Maryland,  regretting  his  probable  inability 
to  attend  becaiise  of  business  in  New  York  at  this  time. 

Commissioner  Prendergast  submitted  letters  to  the  Governor  of 
New  York  from  the  Governors"  of  Connecticut,  IMassachusetts  and 
Khode  Island,  designating  as  observers  and  advisers  the  following 
named  gentlemen: — 

For  the  State  of  Connecticut — Mr.  William  E.  Putman,  1010 
Prospect  Avenue,  Hartford,  Connecticut. 

For  the  Commomvealth  of  Massachusetts — Hon.  Henry  C.  Attwill, 
Chairman,  Public  Utilities  for  the  Commonwealth  of  Massachusetts, 
Boston,  Mass. 

Fort  he  State  of  Ehode  I.sland — Hon.  William  C.  Bliss,  Chairman, 
Ehode  Island  Public  Service  Commission,  Providence,  E.  I. 

Commissioner  Prendergast  also  presented  copies  of  his  telegrams 
of  December  11th  to  the  Governors  of  Connecticut,  Massachusetts 
and  Ehode  Island  acknoAAdedging  receipt  by  reference  of  their  said 
letters  to  the  Governor  of  NeAV  York  and  giving  notice  of  this  meet- 
ing; also  copies  of  his  telegrams  of  December  11th  to  the  said 
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observers  and  advisors  for  the  said  three  states  giving  such  notice; 
also  reply  telegrams  to  him  dated  Decemher  12th  from  Mr.  Putman 
tiD(i  Mr.  Bliss  regretting  their  inability  to  attend  because  of  pre- 
vious engagements. 

Said  Governors’  letters  and  said  copies  of  telegrams  by  Com- 
missioucn*  Preudergast  and  original  reply  telegrams  by  Mr.  i’utmau 
and  Mr.  Bliss  were  read  and  ordered  on  file. 

The  Minutes  of  the  meeting  held  December  5,  1925,  were  read 
and  ordered  corrected  as  follows: — 

I’age  -3,  next  line  to  bottom  of  page,  strike  out  “the  best”  and  in- 
sert in  lieu  thereof  “one”  so  as  to  make  the  clause  read  “that  one 
method  is  by  Act  of  Congress”  etc. 

Page  4,  lines  8 and  9.  Strike  out  “between  seven  and  eight” 
and  insert  in  lieu  therewf  “exports  7%,  imi)orts  8%”  so  as  to  make 
the  clause  read:  “the  percentage  fro  Pennsylvania  was  exports  7%, 
imports  8%.” 

Page  4,  line  14.  Fill  the  blanks  so  as  to  make  the  clause  read: 
“being  54,000  million  kwh.  generated  and  1,820  million  kwh.  trans- 
mitted across  state  lines  or  3.4%.” 

Page  4,  lines  19-23.  Strike  out  the  last  sentences  of  the  para- 
graph and  insert  in  lieu  thereof  the  folloAving — Commissioner 
Browne  said  that  at  such  a hearing  where  no  concrete  proposals 
were  put  forward  the  only  persons  avIio  Avould  appear  would  be 
representatives  of  the  electric  comi)anies  and  specialists  on  the 
subject  and  that  the  former  would  be  fearful  of  any  new  plan  of 
regulation. 

Page  4,  line  31.  Strike  out  “IV  and  Y”  and  insert  in  lieu  thereof 
“and  IV,”  so  as  to  make  the  sentence  read:  “Article  II  and  IV 

were  approved  without  amendment.” 

Page  4,  Insert  a new  line  following  line  31,  as  follows:  “Article 
V Avas  amended  by  striking  out  the  last  sentence.” 

Page  7,  line  7.  Strike  out  “Avriting”  and  insert  in  lieu  thereof 
“meeting,”  so  as  to  make  the  phrase  read:  “at  the  present  meetin.” 

Page  7,  line  9.  After  “had”  insert  “since”  so  as  to  make  the 
clause  read  “had  since  been  brought  forAvard.” 

Page  7,  line  10.  Strike  out  “the  bleAV  York  Commissioners”  and 
insert  in  lieii  thereof  f “any  other  state”  so  as  to  make  the  ])hrase 
read:  “by  any  other  State  either  in  Avriting  or  othenvise.” 

Page  7,  lines  13  to  20  inclusiA^e.  Strike  out  the  Avhole  paragraj)]! 
and  insert  in  lieu  thereof  the  folloAving: 

“Commissioner  Prendergast  stated  that  he  Avould  like  to  have 
the  Commission  express  its  opinion  upon  the  folloAving  question : 
Does  the  use  of  the  name  or  term  “Giant  PoAver”  in  the  title  of 
this  Commission,  or  in  any  compact  Avhich  might  be  arranged, 
carry  Avith  it  an  endorsement  of  the  giant  poAver  schepie  advocated 
by  Governor  Pinchot?  Commissioner  Cooke  re])lied  that  he  did 

^The  page  and  line  numbers  here  given  were  those  oC  the  first  manuscript  draft  of  the 
minutes. 
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not  see  why  there  should  be.  There  was  considerable  discussion 
during  the  course  of  which  Commissioner  Wells  read  the  announce- 
ment oft  he  appointment  of  the  Commission  given  to  the  Press  by 
Grovernors  Smith,  Silzer  and  Pinchot,  October  26,  1925,  wherein  the 
Commission  was  so  named.  Commissioner  Browne  said  that  he  ob- 
jected to  the  name  as  misleading.  Several  members  suggested  other 
names  for  the  Commission.  After  further  discussion,  Mr.  Cooke 
suggested  that  the  question  be  left  for  consideration  at  the  next 
meeting,  and  on  this  there  was  unanimous  agi’eement. 

Said  Minutes  as  so  corrected  were  then  approved.® 

The  question  whether  or  not  a compact  is  advisable  was  then 
talcen  up.  Commissioner  Vanneman  submitted  and  read  , a mem- 
orandum in  support  of  the  negative  of  tliis  question,  which  mem- 
orandum is  attached  to  these  Minutes  and  marked  EXHIBIT  “A.” 
Brief  discussion  followed. 

Commissioner  Preudergast  then  submitted  and  read  a memor- 
andum in  support  of  the  negative  of  this  question,  reserving  the 
right  to  make  corrections  and  changes  therein.  Said  memorandum 
is  attached  to  these  minutes  and  marked  EXHIBIT  “B.” 

Commissioner  Wells  stated-  that  the  paragraphs  m;mbered  4 and 
5 under  Part  5,  sub-division  C of  the  Memorandum  were  erroneous 
as  to  the  alleged  powers  of  the  Pennsylvania  Public  Service  Com- 
mission over  security  issues  and  over  the  acquisition  of  controlling 
interest  in  one  utility  by  another;  that  the  Commission  does  not 
have  power  to  regulate  security  issues,  nor  jiower  to  prohibit  any 
utility  from  acquiring  any  controlling  right,  title  or  interest  in 
any  other  xitility,  but  that  it  has  power  to  veto  the  merger  of  any 
electric  company  into  another  by  the  purchase  of  all  the  rights, 
franchises  and  property  of  the  one  by  the  other.^ 

General  discussion  folowed,  after  which  the  affirmative  of  the 
question  was  argued  orally  by  Commissioners  Cooke,  King  and 
Hells.  : 

Mr.  Deavitt  asked  whether  a limitation  of  the  compact  to  on 
experimental  period  of  ten  years  could  be  considered.  Commis- 
sioner Wells  said  that  in  his  opinion  such  a limitation  might  be 
considered.  ' 

It  was  agreed  that  at  the  beginning  of  then  ext  meeting  the  ques- 
tion of  the  advisability  of  a compact  be  voted  xipon  and  decided. 

Thereupon  at  3:50  P.  M.  it  was  voted  to  adjourn  to  meet  at  the 
Engineers  Clxxb,  32  West  40th  Street,  New  York  City,  on  Monday, 
December  21st  at  11:00  A.  M. 


A Trxxe  Record.  .Attest:  Philip  P.  Wells 

Secretary 

EXHIBIT  “A” 

JOINT  GIANT  POWER  COMMISSION 
Minutes  of  Meeting  Held  December  12,  1925. 
Memorandum  By  Commissioner  Vanneman 

In  the  matter  of  a compact  hetween  states  respecting  the  trans- 
mission of  electricity  from  one  state  to  another. 


^The  corrected  minutes  thus  approved  are  those  above  printed. 
4 See  notes  to  these  paragraphs  on  page  174. 
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I do  not  believe  a compact  between  states  is  required  at  this 
time.  I can  not  conceive  that  there  will  be  any  immediate  need 
for  a compact  within  a future  time  which  at  tins  moment  can  be 
forecast.  Iff  here  be  no  reasonable  need  for  a compact,  there  then 
can  be  no  need  for  the  construction  off  a form  of  compact.  If  a 
form  of  compact  were  devised  which  would  not  be  needed  for  some 
extended  period  of  time,  it  might  easily  be  entirely  improper  or 
insufficient  at  the  time  when  a compact  might  be  necessary,  if  that 
ever  comes.  For  this  added  reason  the  formulation  of  a suggested 
compact  seems  to  be  unnecessary.  My  contentions  are  based  solely 
on  the  fact  that  I cannot  see,  either  at  present  or  for  the  immediate 
future,  where  any  condition  may  arise  which  will  adversely  affect 
the  public  in  any  one  state,  which  may  not  be  easily  handled  by 
the  means  already  at  the  command  of  the  people,  or  by  the  enact- 
ment of  very  simple  legislation  either  on  the  part  of  Congress  or 
on  the  part  of  the  states  involved  which  will  furnish  regulatory 
powers  supplementary  to  those  already  in  existence. 

To  show  the  relative  insignificance  of  the  problem  today,  I sub- 
mit the  following:  There  were  generated  in  the  State  of  New  York 
in  the  year  1924,  7,119,086,000  K.IY.H. ; at  the  same  time  there 
purchased  404,552,845  K.W.H.,  making  a total  of  7,524,241,845. 
During  the  same  year  there  were  sold  in  the  State  of  New  York 
5,933,000,000  K.W.H.,  and  there  were  exported  from  the  State  80,- 
459,504  K.W.H.,  making  a total  of  sales  of  0,019,459,504.  There 
were  imported  411,489,705  K.W.H. ; the  total  of  tlie  exports  and 
imports  was  497,949,209  K.IY.H.  To  show  tlie  significance  of  this, 
the  total  exports  and  imports  represent  8.25%  of  the  total  sales; 
the  total  exports  represent  1.43%  of  the  total  sales;  the  total 
exports  represent  1.21%  of  the  total  kilowatt  hours  generated. 

Tlie  exchange  of  power  in  tlie  State  of  New  York,  meaning 
thereby  the  sending  by  one  company  to  another  of  energy  which 
later  on  is  returned  by  the  latter  company  and  for  which  there  is 
no  actual  payment  on  the  part  of  either,  is  relatively  very  small. 
Over  300,000,000  K.W.H.  of  the  imports  are  included  within  that 
energj'  sent  from  the  generating  stations  in  the  Dominion  of 
Canada,  Province  of  Ontario,  to  the  United  States  for  resale  by 
distributing  corporations  within  the  United  States.  I can  not 
conceive  that  a condition  of  this  kind  demands  at  this  time  any 
form  of  compact.  Beyond  this,  I am  convinced  that  a practical 
consideration  of  the  problem  does  not  lead  to  the  conclusion  that 
there  will  be  in  the  future  an  enormous  transfer  of  electricity  from 
one  state  to  another.  There  may  be,  and  T believe  should  be,  an 
interchange  of  electricity  between  contiguous  territories,  but  this 
interchange  will  come  about  largely  through  temporary  necessities 
on  the  part  of  one  plant  or  as  a result  of  economic  demands 
created  by  conditions  Avithin  one  state  Avhich  do  not  exist  in  the 
other.  These  demands,  I believe,  Avill  be  subject  to  i-eadjustments, 
so  that  the  situation  thus  created  Avould  be  sooner  or  later  entirely 
Aviped  out. 

As  an  illustration,  one  corporation  might  find  it  expedient,  on  ac- 
count of  demands  made  upon  it  for  service,  to  purchase  eiu'rgy  from 
an  adjacent  plant  in  an  adjacent  state  in  order  to  make  up  its  defi- 
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ciencies.  As  the  purchasing  plant  found  its  demand  growing,  and 
particularly^  if  that  growth  were  centralized  in  or  near  its  existing 
generating  station,  good  economics  might  dictate  that  this  generat- 
ing plant  be  enlarged,  so  that  the  necessity  for  purchasing  from  the 
adjacent  state  would  ultimately  disappear  or  he  uneconomical, 
since  a larger  plant  might,  and  probably  Avould  produce  energy  at 
substantially  the  same  cost,  or  even  less.  In  any  event,  transmis- 
sion losses  might  be  materially  reduced,  thereby  making  it  addition- 
ally more  economical  to  discontinne  the  interchange. 


There  is  a further  point  in  suijport  of  my  contention  that  I am 
not  a believer  in  the  tlieory  that  there  is  going  to  be  in  the  eastern 
section  of  this  country  a great  deal  of  long  line  transmission.  I be- 
lieve that  the  losses  to  be  incurred  by  the  transmission  of  large  vol- 
umes of  electricity  will  ultimately  be  so  great  as  to  make  the  cost 
of  the  energy  thus  transmitted  at  the  point  of  consumption  more 
tlian  the  cost  of  producing  an  equal  amount  of  energy  by  a proper 
prime  moving  source  located  at  the  point  of  consumption.  To  illus- 
trate wliat  1 mean,  I believe  that  it  will  be  extremely  difficult  to 
transmit  energy  from  the  St.  Lawrence  liiver  for  consumption  in 
Aew  York  City,  which  may  be  sold  in  New  York  City  at  a rate  less 
than,  or  equal  to,  the  rate  which  would  ibe  required  for  energy  pro- 
duced at  plants  located  within  the  City.  One  factor  Avhich  could  be 
elaborated  upon  and  which  wd\ild  take  too  long  to  discuss  here,  is 
the  effect  to  be  produced  by  tlie  transformation  of  the  energy  from  a 
possible  220,000  voltage  to  a lower  one,  and  the  transmission  or  dis- 
tribution of  this  energy  at  a lower  voltage  within  any  municipality 
in  the  Metropolitan  District.  I believe  that  this  latter  phase  of  the 
problem  carries  Avith  it  costs  Avhich  are  not  fully  comprehended  and 
Avhich  Avill  make  the  cost  of  energy  thus  transmitted  over  long  dis- 
tances, very  liigh.  I believe  that  cost  Avill  be  much  in  excess  of  Avhat 
it  AA’lll  cost  to  produce  the  energy  Avithin  the  Metropolitan  area  and 
distribute  it. 

I do  not  believe  the  mine  mouth  coal  plant  to  be  in  any  Avay  a 
possibility  to  be  considered  in  connection  Avitli  the  long  line  trans- 
mission for  consumption  in  the  Metropolitan  District.  The  eco- 
nomic factors  AAdiich  are  advanced  as  arguments  for  the  mine  mouth 
o2)eration  require  the  disposition  of  by-products  already  produced 
by  existing  imUistrial  organizations  in  quantities  AAdiich  this  coum 
1ry  can  absorb.  If  these  by-products  produced  by  mine  mouth 
plants  Avere  unloaded  Avith  the  regularity  which  mine  mouth  opera- 
tion makes  absolutely  invariable,  either  the  by-products  must  be 
sold  at  various  comjietitive  rates,  or  they  must  be  stored.  O f course 
they  Avould  be  sold  and  their  sale  would  involve  the  elimination  of 
at  least  a part,  if  not  all,  of  the  existing  industrial  organizations. 
It  is  highly  probable  that  unless  tariff  jirovisions  regulated  the  sale 
of  snch  by-products,  imports  from  foreign  countries  Avould  have  a 
serious  effect  on  the  return  AAdiich  the  mine  mouth  plant  might  get 
for  its  by-products.  All  of  these,  therefore,  influence  vitally  the 
cost  of  the  coal  or  by-product  fuel  used  in  generating  electricity, 
and  directly  influence  the  cost  of  each  kiloAAmtt  hour  Avhich  may  be 
sold. 
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These  arguments,  of  course,  are  eliminating  any  consideration  of 
the  formation  of  a pool  covering  one  or  more  states,  from  which  any  # 
distributor  may  draw,  as  demands  occur.  Time  does  not  here  per- 
mit to  discuss  the  ramifications  of  such  a pool;  I merely  state  that 
I do  not  consider  this  either  economically  or  socially  feasible ; I be-i 
lieve  it  to  be  highlj"  impracticable. 

With  these  thoughts  in  mind,  therefore,  I can  not  make  myself  be- 
lieve that  there  is  at  this  time  any  necessity  for  a compact. 

EXHIBIT  “B” 

JOINT  GIANT  POWER  COMMISSION 
Minutes  of  Meeting  Held  December  12,  1925. 

Submitted  by  Mr.  Prendergast  December  12,  1925 ; 

Revised  and  resubmitted  to  all  Commissioners  by  his 
circular  letter  dated  December  17,  1925. 

December  10,  1925. 

Subject : Matter  of  electric  power  compacts,  etc.,  betAveen  the 

States  of  NeAv  York,  Pensvlvania,  and  New  Jersey. 

STATE  COMPACTS 

1.  Interstate  compacts  require  the  approval  of  the  Congress  of  tire 
United  States  as  loell  as  that  of  all  the  states  which  are  parties 
to  the  compact. 

2.  The  enactment  of  a state  compact  is  a difficult  and  unsatisfac- 
tmy  procedure. 

The  difficulties  involved  are  Avell  illustrated  by  a recent 
attempt  in  Avliich  the  same  states  here  represented  endeav- 
ored to  make  a compact. 

Chapter  177  of  the  LaAvs  of  1925  reads: 

“AN  ACT  to  adopt  a compact  made  betAveen  commissions 
appointed  by  the  Governor  hinder  a laAV  of  the  Common- 
Avealth  of  Pennsylvania,  and  commissioners  appointed  by 
the  governor  under  a laAv  of  the  state  of  Noav  Jersey,  and 
commissioners  appointed  by  the  governor  under  a laAv  of 
the  state  of  Noav  York,  for  the  purpose  of  conserving  the 
water  resources  of  the  DelaAvare  River  and  making  allot- 
ments therefrom  to  the  said  states  respectively  and  deter- 
mining and  adjusting  their  respective  rights  therein.” 

A similar  act  AVas  introduced  in  the  legislature  of  the 
state  of  Pennsylvania  but  no  action  Avas  taken  thereon  be- 
fore the  adjournment  of  the  legislature.  The  NeAv  Jersey 
Legislature  appointed  a commission  to  consider  the  sub- 
ject. 

It  will  be  observed  that  the  compact  relating  to  the 
Avater  resources  of  the  DelaAvare  River  related  to  a very 
simple  subject  in  comparison  Avith  an  electric  poAver  com- 
pact. The  sole  purpose  was  to  determine  and  adjust  the 
rights  of  the  three  states  in  the  Avater  resources  of  the 
DelaAvare  RRer. 

To  procure  enactment  of  such  a compact  in  the  state  leg- 
islature, undesirable  compromises  are  frequently  necessary. 


172 


and  if  the  scope  of  the  compact  is  not  very  narrowly  li- 
• mited,  it  generally  fails  to  pass  either  through  opposition, 

inadvertence  or  misappi’ehension. 

3.  Any  compact  adojAed  now  imll  not  safeguard  the  future. 

(a)  Amendment. 

As  has  been  pointed  out,  a state  compact  must  be  rati- 
fied by  Congress  before  becoming  effective.  Thereafter  the 
procedure  for  amendment  is  the  same  as  on  original  enact-, 
ment,  namely,  ratification  by  the  legislatures  of  each  of  the 
states  concerned,  and  approval  by  the  Congress  of  the  Uni- 
ted States.  In  this  connection  it  will  be  admitted  by  all 
that  what  is  proposed  to  be  here  covered  by  compact,  i.  e., 
the  electric  power  industry,  is  in  a period  of  tremendous 
epoch-making  develoi>ment,  so  it  is  at  once  apparent  that 
any  legislation  now  will  of  necessity  recpiire  amendment 
within  a very  short  time. 

Cb)  Limitation  of  freedom  of  future  action. 

Uiider  the  compact  proposed  we  will  legislate  for  the  fu- 
ture. It  needs  no  argument  to  convince  anyone  of  the  vices 
inherent  in  law  making  for  the  future  based  on  conditions 
known  to  be  unstabilized.  To  adopt  the  compact  may  and 
• undoubtedly  will  seriously  affect  the  future  development 
and  regulation  of  electrical  ])ower  in  any  of  the  three 
states.  New  York  State  has  not  yet  adopted  a definite  pol- 
icy with  regard  to  the  development  of  ]iower  along  the  St. 
Lawrence.  Can  it  commit  itself  to  a compact  limiting  its  - 
future  freedom  of  action?  Pennsylvania’s  chief  objective 
is  the  generation  of  electric  power  through  coal.  New  York 
is  chiefly  concerned  with  the  development  of  water  powers. 

The  Governor  of  Pennsylvania  has  already  announced  the 
“Giant  Power”  program.  The  State  of  New  York  Avill  of 
necessity  have  to  enter  upon  agreements  Avith  the  Canadian 
Government  and  the  Federal  overnment  before  it  can  com- 
mit itself,  because  at  this  time  it  cannot  and  does  not  knoAV 
Avhat  will  develop  in  its  OAvn  poAver  situation  in  the  future. 

J).  The  compact  will  not  add  to  the  regulatory  powers  of  any  of 
the  states. 

No  interstate  authority  or  super  commission  can  have 
greater  poAver  in  itself  than  the  sum  of  the  powers  con,- 
ferred  upon  it  by  the  several  states  concerned.  It  is  only 
Avhena  part  of  the  existing  Fedei’al  authority  is  delegated 
to  such  a su]>er  commission,  that  anything  is  gained.  Any 
part  of  its  jurisdiction  Avhich  a state  gives  up  to  an  inter- 
state body  detracts  just  that  much  from  the  poAver  inherent 
in  the  state  making  the  grant,  i.  e.,  if  the  State  of  NeAv 
York  hands  over  certain  of  its  regulatory  poAvers  relative 
to  electric  utilities,  it  necessarily  dUests  itself  of  that  part 
Avhich  is  granted.  The  re.snlt  of  this  must  be  that  the  other 
parties  to  the  compact  Avill  have  a part  in  deciding  Avhat  a 
fair  rate  is  in  the  State  of  NeAV  York.  Many  situations 
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resulting  in  unjust  and  undue  discrimination  to  consumers 
in  the  various  states  become  at  once  apparent  because  of  the 
necessity  • of  regulation  on  the  company-wide  basis  by  such 
super  authority. 

5.  A compact  is  not  necessary. 

(a)  Direct  legislation  hy  Congress  accomplishes 
everything  a compact  can. 

Congress  will  not,  in  ratifying  such  a compact,  transfer 
its  authority  completely  to  another  tribunal,  but  rather 
will  delegate  certain  restricted  powers.  If  the  present 
public  interest  in  the  specific  object  is  of  great  importance, 
it  can  as  well  be  accomplished  by  the  direct  action  of  Con- 
gTess  at  the  solicitation  of  the  states  concerned.  In  other 
words,  let  the  states  concerned  ask  Federal  legislation 
directly  bearing  on  the  present  situation. 

Cb)  The  intertsate  transmission  of  power  presents 
no  problems  ivhich.  cannot  be  adequately  handled 
by  the  separate  state  coniniissions  in  New  York, 
New  Jersey  and  Pennsylvania. 

Each  commission  has  had  before  it  rate  cases  involving 
power  supplied  in  part  or  in  whole  from  without  the  State. 

In  few  of  such  cases  have  the  Commissions  experienced 
difficulty  in  securing  information  necessarj^  to  a proper 
decision. 

New  York,  New  Jersey  and  Pennsylvania  have  all  given 
their  regulatory  bodies  the  power  to  fix  rates  and  service 
for  all  companies  distributing  electricity  within  their 
borders. 

a The  New  York  Commission  has  the  following  powers 

1.  It  has  complete  jurisdiction  over  the  manufacture, 
sale  and  transmission  of  electricity  for  light,  heat  or 
power  and  of  all  electric  plants. 

2.  It  has  control  over  the  issue  of  securities  by  utilities 
under  its  jurisdiction. 

3.  It  has  power  to  establish  and  maintain  just  and 
reasonable  rates. 

4.  It  has  power  to  investigate  the  methods  of  manufac- 
turing and  distributing  electricity  and  to  order  such 
reasonable  improvements  as  are  of  public  interest. 

Under  these  powers,  it  is  able  to  regulate  in  the  interest 
of  the  citizens  of  New  York  the  sale  of  any  electricity 
brought  into  the  state,  except  in  one  minor  element  of  the 
problem.* 

b The  New  Jersey  Commission  has  the  following  ijowers: 

1.  It  has  complete  jurisdiction  over  the  manufacture, 
sale  and  transmission  of  electricity  for  light,  heat 
or  power  of  all  electric  plants. 


*The  word  “minor”  is  uaed  because  of  the  very  small  number  of  instances  found — W.  A.  P. 
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2.  It  has  power  to  fix  just  and  reasonable  standards, 
classifications,  regulations,  practice  or  service  to  be 
furnished  by  any  electric  utility. 

3.  It  has  power  to  require  a public  utility  to  construct, 
maintain  and  operate  any  extensions  of  its  existing 
facilities. 

4.  It  lias  the  poAver  to  pass  upon  any  issue  of  securities 
by  any  jiublic  utility. 

5.  It  has  power  to  fix  and  maintain  just  and  reasonable 
rates  for  electric  service. 

In  other  Avords,  the  NeAv  Jersey  Commission  has  the  same 
power  to  regulate  the  sale  of  any  electricity  sold  Avithiu 
the  State  and  also  that  which  has  been  generated  outside 
of  the  State,  except  in  the  same  situation  mentioned  for 
NeAv  York  State. 

c The  Pennsylvania  Commission  has  the  folloAving  powers; 

1.  It  has  complete  jurisdiction  over  the  rates  and  ser- 
vice of  all  electric  utilities. 

2.  It  has  poAver  to  fix  and  maintain  just  and  reasonable 
rates. 

3.  It  has  poAver  to  require  any  utility  to  maintain  just, 
reasonable,  safe,  adequate  and  sufficient  seiwice. 

4.  It  has  poAver  to  sujiervise  and  indirectly  regulate 
the  issue  of  stock,  trust  certificates  or  any  other  evi- 
dences of  indebtedness  of  any  electric  utility.® 

5.  It  has  poAver  to  prohibit  any  utility  from  acquiring 
any  controlling  right,  title  or  interest  in  any  other 
utility.® 

6.  By  recent  action  of  the  Pennsylvania  Legislature 
(Act  of  May  12,  1925,  P.  L.  587),  the  Pennsylvania 
Commission  has  authority  to  hold  joint  hearings 
Avith  other  State  Commissions. 

Under  this  law,  the  Commission  seems  to  haA'e  full  poAver 
and  authority  to  hold  joint  hearings  and  issue  joint  or 
concurrent  orders  in  conjunction  or  concurrence  Avith  any 
official  poAVer  or  commission  of  any  State  or  of  the  United 
States,  Avhether  in  the  holding  of  such  investigations  or 
hearings  or  in  the  making  of  such  orders,  the  Commission 
shall  function  under  agreements  or  compacts  bet.Aveen 
States  or  under  the  concurrent  poAver  of  States  to  regulate 
interstate  commerce. 

To  Ausualize  the  situation  Avhere  lack  of  complete  con- 
trol and  regulation  is  noAV  apparent  (NeAv  York  and  Noav 
Jersey),  Av^e  must  first  consider, 

“This  is  an  error.  The  Pen'ns.vlvania  Commission  cannot  control  the  issue  of  securities. 
See  Opinion  of  Attorney  General  rendered  October  2,  1925  to  the  Public  Service  Commission. 

“This  is  an  error.  The  Commission  cannot  veto  the  acquisition  of  control  by  stock  owner- 
ship. 
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1.  Power  must  be  brought  into  a state  in  oue  of  two  ways: 

a.  By  a company  which  generates  poAver  outside  the 
state  and  distributes  it  itself  AA’ithin  the  State,  or 

b.  B}"-  a company  which  generates  poAA'er  outside  the 
state  and  AA-holesales  this  poAA’er  by  contract  to  an- 
other company  Avithin  the  State. 

AVhere  the  same  company  generates  and  distributes  the 
poAA’er,  the  regulatory  body  in  the  state  where  distributed 
seems  to  haA’e  complete  authority;  because,  Congress  not 
liaA’ing  acted,  it  remains,  (although  interstate  commerce) 
subject  to  local  regiilation. 

Where  the  distributing  company  piirchases  its  power  at 
AA^holesale  at  the  state  border  from  another  company  gen- 
erating outside  of  the  state,  the  contract  of  sale  seems  to 
be  subject  to  the  jurisdiction  of  the  Commission  in  the 
state  where  the  electricity  i.,  distributed. 

Tlie  wholesale  rate  in  that  contract  must  be  made  knoAvn 
to  the  regulating  body  and  is  a factor  in  determining  the 
rate  which  the  distributing  company  may  charge.  But  the 
Commissionc  annot,  apparently,  go  back  of  the  contract 
rate  to  inquire  as  to  the  reasonableness  of  the  wholesale 
rate  unless  it  can  show  such  contract  to  be  tainted  with 
fraud  or  to  be  collusive. 

Nothing  seems  to  prevent,  however,  the  regulatorA'  com- 
mission of  the  generating  state  and  the  distributing  state 
from  coming  together  in  an  informal  manner  to  compel  an 
equitable  rate  by  the  separate  exercise  of  their  inherent 
power.’’ 

And  it  is  in  this  minor  instance  1hat  additional  power 
and  jurisdiction  are  required.  And  based  on  all  of  our 
present  knoAvledge  of  the  situation,  this  is  the  only  extra 
regulatory  power  not  now  possessed  AA'hich  would  be  given 
by  a compact.  As  pointed  out  before,  the  PennsylAmnia 
Commission  now  seems  to  have  such  power.  If  the  other 
tAvo  states  concerned  would  give  similar  authority  to  their 
regulatory  Commissions,  the  objective  sought  would  be 
reached  at  once.  In  any  event,  simple  Congressional  legis- 
lation giving  State  Commissions  authority  to  hold  joint 
hearings  when  the  facts  disclose  the  situation  described, 
and  to  promulgate  orders  effective  in  each  of  tlie  states 
concerned,  avouM  seem  to  solve  the  problem. 

6‘.  By  compact,  State  sovereignty  is  liTcehf  to  7)C  surremlered. 

Any  other  procedure  than  the  regulation  by  each  state 
commission  of  the  power  used  Avithin  each  separate  state 
would  be  a surrender  of  state  sovereignty.  Under  our  pres- 
ent form  of  government  the  states  have  reserAnd  to  them- 
selves the  right  to  promote  the  Avelfare  and  the  nrogresss 
of  their  people.  The  tenth  amendment  to  the  Federal  Con- 
stitution reads  as  follows; 

’This  is  an  error  See  Public  Utilities  ronimission  of  Rhode  Island  vs.  Attlebovo  Steam 
and  El,  Co,  decided  by  the  Supreme  Court  of  the  United  States  January  3,  1927. 
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“The  powers  not  delegated  to  the  United  States  by 
the  Constitution  nor  prohibited  by  it  to  the  States 
are  reserved  to  the  States  respectively  or  to  the 
people.” 

Under  the  power  to  regulate  interstate  commerce,  the 
Federal  Government  has  in  many  instances  already  in- 
vaded tliese  reserved  riglits  of  the  states  and  in  each  in- 
stance the  assumption  of  regnlation  by  the  Federal  Gov- 
ernment over  interstate  matters  has  invariably  resnlted  in 
a loss  of  the  State’s  power  over  its  own  affairs. 

The  I’egnlation  of  the  railroads  by  tlie  Federal  Govern- 
ment has  practically  emascnlated  the  power  of  the  se]>arate 
states  to  regnlate  railroads  vdthin  their  borders.  Instead 
of  supplementing  the  power  of  the  States  to  regulate  rail- 
road traffic  within  their  borders,  Federal  regulation  has 
supplanted  State  authority. 

Federal  railroad  regulation  has  even  gone  to  the  extent 
of  regulating  local  rates  in  a single  municipality.  The 
assumption  of  authority  by  the  Inlerstate  Commerce  Com- 
mission in  connection  with  street  railway  fares  is  an 
example. 

Furthermore,  in  its  power  to  prevent  discrimination  in 
interstate  commerce,  the  Interstate  Commerce  Commission 
has  exercised  complete  power  over  intrastate  rates,  even 
where  the  points  of  origin  and  destination  were  within  a 
single  State  and  the  freight  never  left  the  state. 

7.  The  single  prohlem  impending  complete  regulation  is  a minor 
one. 

Secretary  Hoover  in  his  address  before  the  National 
Association  of  Railroad  and  Utilities  Commissioners  at 
its  last  convention  in  Washington,  said: 

“Furthermore,  there  has  been  outrageous  exaggera- 
tion of  the  prol)able  extent  of  interstate  power.  For 
economic  reasons  these  power  districts  will  in  but  few 
cases  reach  across  State  lines.  There  will  be  intercon- 
nections between  systems  of  different  States,  but  even 
including  this  the  proportion  of  actual  interstate  move- 
ment in  poAver  to  the  intrastate  movement  will  be  com- 
paratiA'ely  small.  At  the  present  time  less  than  four 
per  cent  of  the  potver  generated  passes  State  lines.” 

The  records  of  the  Department  of  Commerce  at  Wash- 
ington indicate  that  at  least  half  of  the  poAver  crossing 
state  lines  is  exchange  power  (that  is,  poAver  where  one 
■ fC.W.H.  is  returned  by  a company  in  one  state  because 
that  company  has  borrowed  one  K.W.H.  from  a company 
across  the  state  line).  Regulation  is  not  concerned  Avith 
a simple  exchange  of  poAAmr.  The  balance,  or  tAvo  per  cent 
of  generated  poAver,  represents  Avholesale  power  trans- 
actions. Hoav  much  of  this  falls  within  class  “b”  (See  page 
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6)®  cannot  definitely  stated  bnt  it  is  fair  to  assume  that 
considerably  less  than  t\vo  per  cent  of  the  jjeneratedpower 
is  contract  power  within  class  “a”  previously  mentioned, 
for  which  regulation,  or  some  procedure  to  facilitate  regu- 
lation is  needed. 

8.  The  problems  concerning  the  three  states  are  not  the  same. 

Agricultural  states  are  concerned  with  the  development 
of  facilities  of  apply  electrical  power  to  tlie  farm.  Tndusi- 
trial  states  are  chiefly  interested  in  power  for  industrial 
purposes.  In  New  York  State,  for  example,  where  hydro- 
electric generation  imposes  the  same  fixed  investment  ir- 
respective of  the  consumption  of  power,  a different  problem 
exists  than  in  Pennsylvania  where  power  must  be  chiefly 
produced  by  the  use  of  coal.  In  cities,  the  investment  for 
transmission  is  small  when  compared  with  rural  communi- 
ties where  customers  are  further  apart. 

Tlie  “Giant  Power”  matter  which  in  its  most  familiar 
aspect  is  ad  emand  that  electrical  energy  carried  along 
high  tension  transmission  lines  be  made  available  to 
farmers  and  others  living  in  sparsely  settled  rural  com- 
munities, involves  an  economic  question  and  not  one  which 
concerns  regulation,  at  least  at  this  time.  The  solution 
is  the  invention  or  perfection  of  an  inexpensive  means  of 
transforming  such  current  so  that  it  may  be  distributed 
at  a reasonable  cost  and  without  the  tremendous  economic 
waste  now  involved.  Eegulation  will  not  furnish  an 
answer. 

Conclusions. 

A state  compact  provides  a cumbersome  and  indirect  method  for 
correcting  a minor  deficiency  in  the  present  system  of  regulation; 
it  is  to  be  applied  to  conditions  to  be  met  in  an  unknown  future ; 
Avhere  those  conditions  are  encountered,  prompt  relief  is  prevented 
by  the  compact,  since  amendment  is  as  difficult  as  the  adoption  of 
the  compact  itself:  it  thus  limits  the  freedom  of  future  action,  does 
not  add  to  the  regulatory  powers  of  any  of  the  states,  is  unneces- 
sary, surrenders  State  sovereignty,  andf  urnishes  an  entering  wedge 
to  complete  Federal  regulation  of  local  problems. 

MTNFTES  OF  THE  FOUKTH  MEETING 

The  Joint  Commission  met  pursuant  to  adjournment  at  the  Engi- 
neers Club  in  New  York  City,  on  Monday,  December  21,  1925  at 
11  :00  A.  M. 

Present  the  folloAviug  Commissioners: — 

For  the  State  of  New  York — 

Commissioners  Preudergast,  Lunu  and  Vanneman. 

For  the  State  of  New  Jersey — 

Commissioners  Browne,  Alpern  and  Engle. 

®Power  generated  outside  the  State  wholesaled  bv  contract  to  a company  -within  the  State. 

12p 
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For  the  Commonwealth  of  rennsylvania — 

Commissioners  Cooke,  King  and  Wells. 

Present  also  as  observers  and  advisers  for  other  states  the  fol- 
lowing gentlemen  : 

For  the  State  of  Vermont — 

Mr.  Edward  H.  Deavitt. 

For  the  State  of  Massachusetts — 

Mr.  Henry  C.  Attwill. 

For  the  State  of  Maryland — 

Mr.  Harold  E.  West. 

The  reading  of  the  Minutes  of  the  last  meeting  was  omitted. 

Pursuant  to  agreement  reached  at  the  last  meeting,  the  Chair- 
man laid  before  the  Joint  Commission  the  question  whether  or  not 
a Compact  is  desirable,  to  be  decided  by  a vote,  first  as  in  committee 
of  the  whole,  and  finally  by  states,  according  to  the  proeecPire  agreed 
upon  at  the  first  meeting  of  the  Joint  Commission. 

Mr.  Attwill  inquired  whether  Congress  could  overrule  a compact 
once  having  given  its  consent. 

Mr.  Wells  replied  in  the  affirmative,  citing  the  Wheeling  Bridge 
Cases  in  the  Supreme  Court  of  the  United  States. 

Mr.  Deavitt  asked  whether  a state  could  at  any  time  put  an  end 
ro  its  oibligations  under  the  compact. 

Tlie  Chairman  replied  that  a state  could  do  §o  if  proper  pro- 
vision were  made  to  the  compact  to  permit  such  action. 

Commissioner  Prendergast  said  that  before  voting  on  the  ques- 
tion of  the  desirability  of  a compact  he  desired  to  make  a motion. 
Accordingly  he  moved  that  the  states  within  the  primary  pros- 
pective area,  as  defined  in  the  report  of  the  Executive  Committee 
submitted  December  5,  1925,  be  asked  to  pass  an  act  similar  to 
the  Pennsylvania  act  of  May  12,  1925,  P.  L.  587  authorizing  their 
respective  public  service  commissioners  to  hold  joint  hearings  with 
the  commissioners  of  other  states  and  with  the  Federal  Power 
Commission,  to  issue  joint  orders,  etc, 

Mr.  Attwill  said  that  Massachiisetts  had  been  the  first  to  propose 
regional  regulaion  of  Interstate  Commerce  by  local  commissions 
with  a Federal  representative  sitting  with  them,  an  organization 
analogous  to  the  Federal  Reserve  Bank ; that  the  Motor  Bus  Bill 
recently  proposed  is  somewhat  in  this  line. 

After  some  discussion  of  the  motion.  Commissioner  Prendergast, 
in  reply  to  Commissioner  Cooke,  stated  that  the  enactment  of  such 
h'gislation  would  add  no  power  to  the  existing  powers  of  the  state 
commissions.  He  said,  however,  that  it  would  bring  to  bear  the 
]>ower  of  publicity  and  the  poweer  of  cooperation. 

The  Chairman  read  tentative  proposals  of  his  own  for  considera- 
tion, as  the  basis  of  a compact. 

Commissioner  King  moved  that  the  Joint  Commission  now  pro- 
ceed to  vote,  first  as  in  a committee  of  the  whole,  and  then  by  states, 
on  the  question  whether  or  not  a compact  is  desirable. 
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Commissioner  Prendergast,  by  unanimous  consent,  substituted  the 
following  motion  for  that  previously  made  by  him : — That  it  is  the 
sense  of  this  Commission  that  the  states  here  represented  and  all 
others  within  the  primary'  prospective  area  be  asked  to  enact,  as 
an  alternative  to  a compact,  legislation  like  the  Pennsylvania  act 
of  May  12,  1925,  P.  L.  587. 

Commissioner  Lunn  said  that  such  legislation  would  not  alone 
be  an  adequate  alternative  to  a compact;  that  it  should  be  accom- 
panied by  Federal  legislation  enlarging  the  powers  of  the  state 
commissions. 

Commissioner  Cooke  said  that  he  would  vote  for  sucli  a recom- 
mendation to  the  states,  as  a part  of  the  report  of  this  Commission 
to  the  Governors  of  the  three  contracting  states,  but  not  as  an 
alternative  to  the  compact. 

The  Chairman  said  that  the  proposed  legislation  would  be  a good 
forerunner  for  a compact,  but  not  a good  substitute. 

Commissioner  Prendergast  pointed  out  the  difference  between  a 
compact  and  the  proposed  Motor  Bus  Bill,  as  to  their  form. 

Commissioner  Wells  said  that  the  difference  was  deeper  than 
formal ; that  the  Motor  Bus  Bill  was  an  appeal  to  Congress  to  take 
the  initiative,  and  therefore  was  the  first  step  on  a long  road  to 
control  by  a Washington  bureau;  that  the  compact  method  retained 
the  initiative  in  the  hands  of  the  states.  Commissioner  Prender- 
gast then  ■«dthdrew  his  motion. 

Commissioner  Wells,  in  answer  to  a question  by  Commissioner 
Lxinn,  said  that  the  Motor  Bits  Bill  is  not  a compact;  that  it  is 
general  and  uniform  in  its  terms  for  the  whole  United  States, 
rather  than  regional:  that  substantive,  as  opposed  to  procedural, 
laws  gverning  Interstate  Commerce  and  differing  as  between  two 
or  more  regions,  are  perhaps  beyond  the  power  of  Congress,  and’ 
if  not  beyond  its  power,  impossible  of  enactment. 

Commissioner  Lunn  moved  to  amend  Commissioner  King’s  motion 
by  adding  thereto  the  following:  “and  that  the  compact  should 
be  so  drafted  as  not  to  diminish  by  one  iota  the  powers  now  exer- 
cised by  the  state  commissions  under  present  laws  and  regulations.” 

Commissiner  King  accepted  the  amendment. 

Commissioner  Engle  seconded  the  motion  as  amended. 

The  Secretary  called  the  roll,  and  the  Commissioners  voted  as 
in  a committee  of  the  whole  as  follows: 

Ayes:  Commissioners  Browne,  Engle,  Alpern,  Lunn, 

Cooke  and  King — 6. 

Kavs:  Commissioners  Prendergast,  Vanneman  and 

Wells— 3. 

Commissioner  Prendergast  exjilained  his  vote  by  saying  that  in 
his  opinion  the  Limn  amendment  would  involve  the  formulation  of 
a compact  in  impossible  difficulties. 
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Commissioner  Wells  said  that  he  concurred  in  this  opinion,  and 
had  therefore  voted  in  the  negative. 

Thereupon  the  vote  npn  Commissioner  King’s  motion,  as  amended, 
was  taken  hy  states,  and  resulted  as  follows: 

Ayes:  New  Jersey  and  Pennsylvania — 2. 

Nays:  New  York — 1. 

And  so  the  motion  was  carried. 

Commissioner  Cooke  asked  Avhat  Avonld  be  the  attitude  of  the 
New  York  delegation  in  i*eferenco  to  ])roceeding  to  the  drafting  of 
a compact  in  view  of  the  vote  on  the  desii'ability  of  so  doing. 

Commissioner  Prendergast  replied  that  the  New  Yoi’k  commis- 
sioners had  considered  this  question  before  the  meeting,  and  had 
decided  that  they  Avould  not  take  part  as  members  of  the  Joint  Com- 
mission in  the  clrafting  of  a compact. 

Commissioner  Cooke  said  that  the  Peun.sylvania  Commissioners 
desire  to  go  ahead  with  tlie  drafting  of  a compact,  and  to  invite 
the  New  York  Commissioners  to  act  as  observers  and  advisers  for 
the  State  of  Noav  York,  with  respect  thereto. 

The  Chairman  extended  such  an  invitation  to  each  and  all  of 
the  NeAv  York  Commissioners. 

Commissioner  Prendergast  said  that  he  pi'eferred  not  to  take 
part  but  to  take  a clear-cut  position  in  opposition  to  a compact. 

Voted : That  the  observers  and  advisers  heretofore  and  hereafter 

appointed  for  the  several  NeAv  England  states,  at  the  request  of  the 
Governor  of  New  York,  shall  be  deemed  to  be  the  observers  and 
advisers  for  the  said  states  respectively,  notAvithstanding  the  with- 
draAval  of  the  NeAv  York  Commissioners. 

Voted  on  the  motion  of  Commissioner  King:  That  the  Joint 

Commission  do  noAv  adjourn,  subject  to  the  call  of  the  Chairman. 

Before  the  motion  Avas  pnt  is  Avas  informally  agreed  that  the 
Chairman  and  Secretaiw  shonld  be  a Committee  to  draft  a com- 
pact and  submit  it  at  the  next  meeting. 

Thereupon  at  2:30  P.  M.  the  meeting  adjourned. 

FolloAving  the  adjournment  general  informal  discussion  con- 
tinued until  3:50  P.  M. 

Commissioner  Cooke  inquired  Avhat  Avere  the  vieAvs  of  the  Oibservers 
and  advisers  of  other  states  present  at  this  meeting. 

Mr.  AttAvill,  pAitting  aside  the  question  Avhether  Massachusetts 
Avould  be  out  of  consideration,  because  of  the  AvithdraAval  of  Noav 
York,  thought  that  Massachusetts  might  favor  a compact;  that 
AAuthout  some  remedial  measure,  all  effective  control  over  utilities 
within  the  state  Avould  be  taken  OA'er  by  Washington ; that  the 
remedy  for  such  centralization  Avas  regional  regulation;  that  he  Avas 
not  Avorried  about  theoretical  loss  of  state  sovereignty,  because,  in 
his  opinion,  the  states  have  lost  that  already,  and  so  fulfilled  the 
prophecy  of  Patrick  Henry  when  he  opposed  the  adoption  of  the 
Federal  Constitution. 
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Mr.  West  said  that  he  was  skeptical  of  anv  advantaj^e  to  be  pjained 
by  the  state  commissions  acting  under  a compact,  hnt  if  an  act 
similar  to  the  Pennsylvania  statute  of  1025  were  passed  ,hy  each 
of  the  states,  much  of  the  good  to  be  expected  from  a compact 
wonld  be  obtained,  and  that  he  wonld  recommend  that  snch  a statxite 
be  passed  by  Maryland. 

Commissioner  Deavitt  said  that  Governor  Billings  of  Vermont 
has  considered  the  matter,  and  concurs  with  Mr.  Deavitt  in  the 
opinion  that  a compact  properly  drawn  wonld  be  of  advantage; 
that  one  other  adviser  of  the  Governor  was  a contrary  opinion ; 
hnt  that  all  agreed  that  Vermont  wonld  be  against  a joint  tribunal 
in  whose  membership  it  was  not  represented  at  all  times. 

A Trne  Kecord.  Attest : Philip  P.  Wells 

Secretcunj. 
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STATE  OF  NEW  YOEK 
Public  Service  Commission 
New  York  Office 
120  Broadway 
• New  York 

July  12,  1926. 

Mr.  Philip  P.  Wells,  Secretary, 

Joint  Giant  Power  Commission  of 

New  York,  New  Jersey  and  Pennsylvania, 

Department  of  Justice,  Harrisburg,  Pa. 

Dear  Mr.  Wells: — 

During  the  weekend  just  closed  I examined  the  entire  minutes 
of  the  Joint  Giant  Power  Commission  Avhich  you  were  good  enough 
to  send  to  me  a short  time  ago.  I think  they  are  in  good  order 
and  entirely  as  we  agreed  upon  certain  changes  that  should  be 
made  from  time  to  time. 

I want  to  thank  you  for  the  care  you  have  taken  to  prepare  what 
is  not  only  a record  of  the  minutes,  but  an  excellent  statement  of 
our  conversations  and  discussions. 

With  best  wishes,  believe  me. 

Very  truly  yours, 

Wm.  A.  Prendergast, 

Chairman. 


STATE  OF  VERMONT 
MONTPELIER 

July  12,  1926. 

Mr.  Philip  P.  Wells,  Sec’y., 

Joint  Giant  Power  Commission, 

Harrisburg,  Pa. 

Dear  Mr.  Wells ; 

I have  your  letter  of  the  8th  inst.,  enclosing  for  the  use  of  the 
State  of  Vermont  a copy  of  the  minutes  of  the  meeting  of  the  Joint 
Giant  Power  Commission,  and  I am  very  pleased  to  receive  the 
same. 

I certainly  enjoyed  and  felt  very  much  benefited  by  the  meetings 
of  your  Commission  and  hope  they  may  result  in  some  tangible 
results. 

Sincerely  yours, 

Edward  Deavitt, 
Commissioner  of  Finance. 
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APPENDIX  XII 

TRI  - STATE  POAVER  MAP  A 

I’ENNSAMA'AA'Ia  - NEAV  YORK  - NEAV  JERSEY 

Compiled  in  the  main  from  data  furnished  in  1925  by  the  Public 
Service  Commissions  of  each  State  to 

. THE  GIAKT  POWER  BOARD 

COMMONWEALTH  OF  PENNSYLVANIA 

Capitol,  Harrisburg,  Pennsylvania 

19  2 6^ 

Note:  A statistical  report  prepared  for  the  Giant  Power  Board 

by  Ernest  Bradford  in  1925  on  Power  production  and  consumption 
in  the  three  States  and  adjacent  States  (descriptive,  tabular  and 
graphic)  Avas  transmitted  iby  Governor  Pinchot  to  the  General  As- 
sembly on  January  4,  1927  with  the  report  of  the  Board  but  is  not 
printed. 

'This  is  a.  map  in  colors  showing  the  territory  in  the  three  states  controlled  by  the 
major  holding  corapaiiics.  It  is  separately  printed  lint  will  be  distributed  with  this  report. 
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